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I NTRODUCTIION

This anallysiis, which focuses on priicimg in the donestiic aitlime
industry,, is the second in a series of studies which are intended
to provide an informattiion base to assess the state of competition
in the donesttiic aifirllime industtmy. Like the Industry and Route
Structure sectiom of the study, the Pricing sectiom is designed to
be both a source documentt, providimg detailed informattiem on the
state of pricing competiittiiem in the industtmy, and an anallyttical
study. Als®m, as in the Industry and Route Structure sectiiom, the
prifary enphasis is placed on the years 1979, 1984 and 1988."
Thiis enablles us to confirm conpetiittiwe implicattiions raised in the
serviice phase of the study.

The pmﬁcégg Ehase is divided into four partts. Part I addresses
the generall fare levell and structturrse. Speciiffic attention is paid
to the effectts of numbers of conmpetiitors and market shawress, in
addition to the effeetts of distamee and densiity,, which are the
priinary determimsnitss of price. Allso anau{ze@ is how hubbing
affects price, includimg a compariisom of lLocall and connectdimgy
fares at concentrated hubs, and whether concentration affects the
avaiillabillity of discouwmt fares.

Part Il proviides a detaiilled comparisom of fares and yielldss, by hub
siize,, based on the FAA classiifficattiiam of hubs as large, nedium,
snmllll,, or nomhullss. This anallysiis stens from oftem heatd
suggestiions that fares in smalller cities have increased greatlly
relative to fares in larger cities.

Part Ikl is an anallysiis of the rellationship off fares to exit and
enttry off compettiitterrss. This flows from concerms raised in the
industty and Structuwre phase which shows that in nmany large hub-
to~hub narkeits nonstop competiitiiom is Limited to carriewrs that hub
at one or the other end poiint off the city paiir.. This inmpllies that
the sane carriers willl compete in such ma over extended
periods of time and raises the questiom of whether price
acconmodatiion is mowre likelly in he absence off entmy, particullaxly
in short-hawl markeits where on-[lime connectiimgy serviice generalllly
does not pllay a nmjjor rolle.

Part IV is a briieff review of revenue managenent systens widelly
tised by the domesttic aiirlines in recent years and the conmpetiitive
inplicatiienss of those systems.

* The prinmiky data base used to anallyze carriier price behavior is
the Passenger Origin-Destination Survey (Q&D survey)).. The OQ&D
survey proviidess detaiilled quarterly informatiiom on passenger
origins and destimatiienss, flight itineramies, carriers flowm, fare
codes,, and dolllar vallues paiid. It is based on a continuweouss 10
petcent: sanplle of passenger ticket coupons Lifted by large
certiifficaitetl cammiieyss.
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Sunmmty off Findings

Anallyttiicall Resulltts in Briieff

A conptrehensiive review of priicing data for the donestie aitlline
industiy fotr 1988 and earlllier periods leads us to concllude that
the fundamentalllly conpetiittive natuwe of the industry has not been
changed in recent years. Changes in the fare structure have
occurres, broughit about in Large part by the shift to hub and
spoke systeis;, and not alll nmarkett segnents have been affectted in
the sane way. The stabiillity inhetent in hub and spoke systenms has
reduced the intensity of price conpetiitiiah in nany shott-haull
locall matkeitss but the prollifferaitiiemn of hub and spoke systems
appears allse te have intensiiffiied the beneffiitts of price cofipettiitdiemh
for the vast nmjjokiity of travelleiss.

The nbst widelly used neasute of average fare levell for the airline
industiy is average yielld or passenger revenue petr passenger nile
flosm. This neasutre accoumnits for changes in both fares and
passenger trip distamee. An anallysiis of average donestiic yiielld
ovetr the long-texm and by detaiilled city-paiir natket
charaectenisiticss revealls the folllewiingg:

0 The Long-term declline in inflatiiomn-adijisdtesd yield that
began in 1982 aftetr the enetgy crisis generalllly
continwed thtough 1988. Although defliated yiielld
inereased sonewhatt in 1988 over 1986 and 1987 levells,
the inetrease was not large and was welll within the range
of year-to-yeakr vatriations of the pasit.

0 VWithout an adjustmemit for infllafiimyn, yields for 1988
wete bellow 1984 levells but wete up 11.1 percenit ovetr
1986 levells; howewesr, the aiitlliless’ domesttie: passenger
costs Eet availablle seat nile wete up by 11.3 petrcentt

ovetr the 1986-1988 petiied.

0 The above suggest thalt, overalll, prices in the domestiie
aitrline industty continue to be competitively
determined .

0 Measutred agaiinst: the "Standard Industiy Fare Lewell™
éSEFU) whiich is the Civiill Aetomauitiicss Boatd pire-
eregullation fare formilla adjusted for cost increases,,
average yiellds in 1988 weire highet in short-hawl natkeits
and lowet in Long-haull namkeits.
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0 Since regullatted fares were intentionalllly set to
underprice short-hawl narkeits and overpmice Long-hawll
markeits;, the upward shifftt in short-hawll fares is
consiisttenit with a cost-based,, competitively-determined
fare structtine.

0 in 1988, yiiellds* wete generally higher in nonopolly
markeitss (defined as city-paiir narkeits where the second
biggestt carrier has less than 10 percenmtt of the traffffiia))
than in conpettiittive marieitss. This was generallly true
regardlless of markeit distamce and market passenger
densiitty.. The premium paid by passemgens in mnonopoly
markeits generally declimed as nmarket distance increased
and averaged 14.0 Eercent for 698 nonopolly narkeits in
the anallysiiss. (Ghly 10 percenit of donesttic revenue
pasiggg%m nilles wetre accountted for by nonopolly natrkeits
in )

0 The premium paid by passengenrs in locall narkefts in 1988
at the eightt nost highly concentrattedi hubs (where one
carrier had more than 75 percemt of the enpllanementts),
when compared to the remminderr of the domesttic nmmatrkeits
of simillar distamce and size wete generalllly highestt in
short-haull dense nmarketts, and averaged 18.7 percenit.
Locall traffffic in the short—iaull, dense nmarkeits at these
eight highlly concentrattedi hubs accountted for 4.1 petcenit
of the donesttiic revenue passenger nilles in 1983.

0 Fare premiwms at the sane eight hubs are not a fecent
phenomemam. In 1984 the prenmiuwme averaged 23.4 pereenit.

0 Fare premiuwme at eight additiomall hubs where two
cartiiers had a doniimamit share of more than 70 percemit
were generalllly nuch lower,, averagimgy 8.9 percemt in 1988
and 12.5 petcemt in 1984.

* Sinee the data are for one point in tine and anallyzed by
niilleage bllock, the relationship betweem fares and yiiellds is
constamtt and the findings applly equalllly to both fares and yiielldss.
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To assess whether nmarkett structure (i.e.,, nunber off
conpetiittairs)) influenced the availability of discouwnit
fares,, the 1988 disttiibuitiiom of fares was conpilled for
nonopally, two cartwier, 3 carkietr and 4 ot nobre cartiier
mankeitss. The distmibwidion for nonopolly nmtkeits showed a
mich lowetr proporttiem of discoumits; the distributions
did not differ nmteriiallly anong the conpetiittiwe
categomies .

The avetrage doniinamit carkiefr ytiellds for locall natkelts of
various distameess at foutr concentrraftedi connectiimy hubs
wetre conpated to the same doniihamit carrier''s non-stop
yiellds for connectiimg service ovetr those safe hubss. The
resullts fotr three hubs showed that whete nmirkeits off
conpatalle distance coulld be conpared -- roughlly above
500 niilles -- there was no discemrmillle difference betweemn
Locall yiields and connectiimg yiellds for the sane
distamee. At the fourth huby,, Chatlleoitite, the nost
concenttirattedi hub in the natiiem, loecall fares were
consistentlly highetr than connectiimg fares in the 400 to
1,000 nmille range. This lends suppoiit to the notion that
very high hub concentrattiiem leads to high loecall fare
PN bhiftes. .

A conpiillatiion of average yiellds for 474 domesttic poiints fotr the
years 1979, 1984 and 1988 showed the folllowing:

o

Average donesttiic yiellds increased betweem 1979 and 1983
for alll FAA hub classes -~ latge, nediium, smalll and
nonhubs -- due nminlly to high fuell cost increases in
1980 and 1981.. Between 1984 and 1983, howewssr;, avetage
donesttiic yiiellds decteased 6.2 petecenit, ot 1.6 petrcenit
pemhﬁgam and alll hub classes had dectreasess in avetage
yielldss. Smalll hubs and nonhubs had larger decteasess
than large and nedium hubs in recent yealrs.

Yielld increases ovetr the 1979-1988 period were wellll
bellow the trend of nationall price lLevell changes as
neasutred by the Consumer Price Index ot the GNP implieit
Priice Deffllatteyr. Over the 1984-1988 periiod avetrage
donesitiic yiellds based on nonstop hatkelt fiilleages wete
down 6.2 percemnit whiille the CPlI was up 13.9 peteenit.

One of the concllusiions reached in the conpaniom industty structure
study was that the hubbiing process tends to encourage cartliers to
expand by extendiing theit doniinamce (i.e., entetiimg new city-paiir
natrkelts to and from theiitr altready~deminetit hubs)),, ot by creating
new hubg;, rather than by conpetiing at each othek''s hubss. Thiis
suggests that new entry is less likelly to ocecur in city-palir
nmarkeitts invollviing concenftirafted! hubs and raises the prospecit thait,
in the absence of new enthy,, existiihg competiitters in such marketts
willll not conpete vigorouslly ovet time.
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The relationship betweem changes in fares to entky and exit of
cofipettiittarrss was tested with a detaiilled anallysiis of short-hawll and
long-haull dense narkeftss. This anallysiis leads to the follllowing

findimgss

0 Fares have a strong tendemcy to declliime when new entty
occurs and to increase eithetr when exit occurs ot when
the same cartiers conpefte for fbre than rellativelly shetit

tine spamss.

0 This tendency is just as strong at two-caktiietr hubs
despiite the presemce of an additiomall hubbiing
conpettiittar .

0 Conpetiition for nmatkett share followimg new entry appears

to be an importamt pricing disciiplliine.

0 In dense;, shotterhaunll city-pair nmatkets Lnvollwiimg
connecttiimgy hubs;, 1988 fares tend to be somewhatt Lower
than 1984 fawres;, consiistemit with trends in ovetallll
average yielldss, but,, at the sane timg, were on avetrage
20 petcenit highetr than the lowest post-19®4 fatres whiich
had decliimed as a resullt off conpetiittive enttyy.

0 Fares in dense long-haull city-paiir natkeits tend to be
adequatelly disciplliinedi by on-line connecttiing services
even in the absence of large scalle entky by conpetiiteirss.

0 Fares in dense long-haull city-paiir nmtkeitss tend to be
adequatelly disciipllitedi by on-line connecttingy services
even in the absence of large scalle entky by conpeftiittanss.

Increasinglly in recent years, airllines have been develloping and
usiing highlly sophiistiicaitedi cofiputer programs, knowh as revepue
nenagenent systens (R¥B),, to hellp neanage theit seat inventomiess.
Sone have arqued thatt these systens are anticompeititiee. A review
of the literature and informatiieom about these systen® and theiik
opeftratiiom, howewver,, suggests the oppositte concllusiiemn, i.e.,
revenue nmEnagenent systens are procompetdittites.



Part I
INDUSTRY FARE LEVELS AND FARE STRUCTURE

Part f reviiews the generall fare levell and structure in the three
periods chosem for anallysiis, callendar years 1988, 1984, and 1979.
Speciiffic attentiiom is made to the current (1988) structure with
regaid to the effects of differing narkett shares and number off
conpetiittwrs on yielld,, as wellll as the effects of passenger density
and nmrket distamee. Cartiiers with at least a ten percemtt nmrkett
share are consiideredi to be conpetiitonrs. Yielld and fare lLevell at
single-carrier concentraftedi hubs, nulti-carrier concentraitedi hubs,
the hubs used by the Generall Accountiing Office in its recentt study
of concentrated and unconcentrated hubs, and nonopolly matrkeits in
totall are compamred to industry totalls.

The distribution of passenger fares about the average nmarket

fare is exaniimed by markeit competiittiwe class and hub concenmttiattiam
to determime whether any structurall differemee exists betweem
conpetiitiive and non-compettittiivee markeitss. A conpatiisam of locall
and connecttiimg fares at four selected concenttraitedi hubs is nade to
determime the contwiibuttiiem of Locall and connecttiimgy passengerr
revenue to totall hub revemus:. Individuall carriier narket shares
and the contriibuitiiem of those nmawkeft share cllasses to a catriier''s
totall revenue are presenmitedi, with the average fare compatred to a
standard fare. The carmienss’ passemgenrss by market share are allso
shonm. Data from which alll graphs, tablles, and conclusiaors are
drawn are included as separate tablles in the second vollume of thiis

studly .

A. The Histomic Trend in Price

The price of air travell is generalllly neasured in one of two ways.
Either the average passenger fare is compared from one periiod to
anoitherr;,, or the average price petr mile is exaniimed. Since
conpariisons of the average fare are affected to a great degree by
changes in flown distamee, the average fare per mille, or yielld, Ls
generallly used for tine-series comparisem purposes. The chart on
the next page shows the average yielldi, in current (nominall)) and
constant dolllars (adjusted for inflattiicn)) from 1950-1988. Data
are from Tablle I-[L.
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As indicated,, historic constanmt-dellllsr fares have continwed theit
long-term downward tremd. Sharp increases in current dollllaxr yield
in the 1¥80-1982 petriiocd ﬁl_r:iimariilly refllected the sharp run-up in
fuel priiees, and the traffiic mix changes in the early 1980's due to
the recessiom induced dampemnii of discretionary passenger travell.
As a consequemces, constamit dolllaxr yiellds increase shau:glly for the
first time since the earlly 1960's. After the price of fuel
decllimedi to notre histomic relationshigs, and the econony
rec%em@,, constamit dolllar yield returned to its longer-tterm

trend .



The relationship of airlline costs, measured bg passenger cost per
availablle seat-mile, and yielld over tine can be examimed through a
conparisom of Standawd tndustrK Fare Levell (SIFL)) cost index and a
constructtedt index of yielld. The establishwenit and periiodic
adjustmenit of the SIFL was required by the Airlline Deregullattiiam
Act to proviide a "zone of reasonabllemess™ for domestic fares
duriing the transiitiiom to totall fare deregulattiiem. (A further
descriiptiieon of the SIFL rates and nethodollogy is contaiimed in
Tablle £-2.)) The chart below shows the SIFL cost adjustmemit (from
its base of Jully 1977)),, and the index of actuall domestic yiielld.
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Effective Date

The actuall industry passenger cost per seat mille for both fuell and
non-fuell elements at six month intervalls is shown on the folllowing
page, allong with actuall yielld (on an annuall basii®). Data are in
currentt dollllanrs. Indexing the totall cost and fuell and non-fuell

conponenits shows the nagniituwde of the fuell cost increase and
subsequent dedliine.

The SIFL is used as a reference poiimt, both because of its
historiic use as a benchmavk and its generall acceptame® as a
reasonablle neasure of the cost of passenger service.
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B. The Structure of Fares bv_Distance, Passenqgerxr Density.
and Conpettiittiiwe Status

The comparisom of average industry cost and yielld indices over
time is a good, generall indicator of industry perfformmme=. In a
conpetiitive environment we woulld expect yielld to approximately
track unit costs, and the precedimg charts show that yielld and
cost show the same generall tendemxisss. Yielld is allso affected by
other factors, howewsr, such as distanmss, traffiic densiitty, and
degree of competiitiiom. The study of these factors requiires
additionall data, which are collllected as part of an ongoimg ten-
pet-cent sanplle of passenger ticket coupomss, and known as the
Desttiimatti iggn Surve fi.pe1 i)

Origin-— Passen ic (Survey))..

B. 1. Baekatrownd, Data Sources, and Definitiioms

The Survey is a 10 percent sanplle of alll ticket couperss, the
ticket selected if it ends in zerm. As with alll samples, the
smalller the sample, the larger the sample error. To limit
potentiiall samplling erwor, all marketts with less than 700 sanplle
tickeits (about one sample passenger per day in each directiiom
were exclludkl. Before nininum markeit size Limits wete iﬁpmsaﬁ,
the samplle data were filtered for maximum ticket price, using
GAO's devellopedl fare screen (see Ai i t
Concentrattedi Aiirporits, Generall Accoumttimgy Offiics, GAO/RCED-BB-3Y)) .

No niinimum ticket price limits were inposed], although prices for
frequent flyer coupons or other reduced-ffanre fjourneys coulld be as
low as $1.00 (if a ticket price were inclluded at alll))..

The rationalle for incllusiom of these low-fare ticketts is straight-—
forwardl. ff one buys X-amoumitt of transporttaitiom and receives X+Y
anbumit,, the average price per unit (which is refllected in the
cartier''s reported yielld)) is that of X+Y. Those portioms of
internatiiomall journeys that are identiiffialble as separate-tticksit
donestiic journeys are excludiedi. ALl data for Alaska,6 Hawaiiii, and
othetr non-comttigueouss 48-state data have allso been exclludbsh.

For 1988, about 24,500 smallll oriigin-desttimetion markeits did not
neett the 700 sanmplle passenger lower size Limitt. The remaiimnii
3,674 narkett—{pmirs were anallyzedi. See Tablle I-26 for a count of
markett—pains by distamce and densiity for each of the three
sellected years.
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ALl indiviidmal carrier data in the sellected mawkeits are included
in the data base, and sum to the markett totall. Markeits were
deterntined to be nonopeolly, 2 carmiery,, 3 carmieyry, and 4 or nore
carrier natrketts by the count of the nunber of cartiers which helld
at least a 10.0 percentt mmawkett share of passemgenrs. For examplss,
a narket coulld be cllassiiffied as “monopolly" even if the doniinamit
carriietr had onlly an 80 percent narkeit share, so long as no other
carriier had a 10 percenmtt narkett shawre.

Matrket--paiirs wetre grouped into seven distamce intetrvalls, and five
densiity intervalls (in terns of passemgens per day.) The distance
and densiity intervalls used in this section of the study are
consisttenit with those of the companiom study of industrey
struettirmse .

B. 2. a. Average Yielld By Distance Intetrvall Co red to the
SELFL Averaqe Yielld

The SIFL is a reasonable benchmark for examimimgy the relationshiip
of regullatted fares to unregullattedi fawess. The graphs on the
following page conpare the average industry yielld by milleage
intervall to the SIFL for 1988, 1984, and 1979.. The 1979 graph
allso inclludes the actuall cost tagem for nons operatiioms in
1979.. Severall obsetvattions can be nmde from the graphed data.
(Data atre from Table 1-3..))

Firstt,, with the excepittiom of nilleage bellow 750 niilles in 1988 and
the $01-750 niileage intervall in 1984, alll fare averages are below
the SIFL for alll three yeawrs. This shoulld not be unexpecitedi,
since the SIFL is basicallly the CAB's D.P.F.I1. fare levell for
unrestricted fulll-fare coach travell in 1977, updated for cost
inewreasass. [/ 1984 short-hawll data are allso affected by Peoplle
Expresss’ incortrecit reportiimgy of its passengerss connecitiimgy ovet
Newark as Newanrlk passemgens. Renopvall of Peoplle’s data from the
igdustmy increases the 1984 short-hawl resullts to slightlly over
the SIIFiL.

)/ The average fulll-fare in 1977 was approxinatelly 15% bellow the
formulla rate, since consideraile "full-fare" travell was done undet
nightt coach,, niillittarmy, ot chilldrem’'s rates, which were consiidered
fulll fare. The SHFL, being based on the Domestiic Passenger Fare
Investiigatiiom fare formmllm, also under—pmrices (relative to costt)
the short-hawll fares (less than 500 milles)) and over—prices the
Longer-hawl fares.
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The freedom to set price has seened to have corrected the
deliiberattee under-pricing of short-haull fares impliciitt in the SIFL,
since 1988 short-hamll fares are now above the SIFL. The
differentisll for sellected milleage blocks in each year between the
SLFL and actuall fare is shown bellow:

Di stance Ratieo of Averaae Fare to SIFL
Intervall 1979 1984 1988
0-250 Avg. Distt. 191 197 197
Avg. Fare $39.61 $53.16 $74.02
SIFL $40.61 $56..22 $55..09
Ratie .952 . 946 1.344
750~ Avg. Distt. 882 878 881
1,000 Avg.. Fare $97.58 $137.61 $134.22
SIFL $105..7% $143.80 $141.10
Ratieo .923 .957 .951
Over Avgy . Distt. 2,364 2,380 2,363
2,000 Avg. Fare $164.27 $235..56 $181.15
SIFL $225.79 $309..39 $301.18
Ratio .728 .761 .601

Sourex: Tablle I-5.

Tablle I-5 additionallly shows that the Long-haull distance intetvall
(1,501-2,000 milles)) average fare/SHFL ratio has allso decllined
natrkedly from 1984 to 1988, from .797 to .671.

Vhille the frequent flyer coupons retaimed in our fare anallysiis
woulld nost Likelly be used in these long-haull narkeits and accounit
for sone of the reductiom in the fare/cost ratio, it seems cllear
that conpetiittiive pressures in these markeits are keeping fare
levells Low rellative to costt. (An overpricimg of about four
percentt wds inclluded in the SIFL base (1977) fare; D.P.F.I.,
Dockett 218663, Fare Structturmss, Qrder 84-12-109.))
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B. 2. b. Average Yielld by Conpetiitive Stattus,
Conmpared to the SEFL

Conpariimg the yielld by distance by conpetiitiime status in 1979,
1984, and 1988, on the next page, (the number off carriers with at
least a ten-percent narkett share)) indicates that overallll yielld
decllines with distamee, but allso that withim each fiileage interval
the nore concentrattedl narkeits tend to have a higher yield, with
yielld generallly decllimimg as the number of competiittors incresssss.
Data by conpetiitiime status are shown in Tablle I-4.

In 1979 the SIFL was above alll average yielld categories. In 1984
fonopolly and 2 cartrier matrkeitts were above the SIFL for distamces
up to 750 niilless, and about even in the 251-1,000 nille categuy.

In 1988, with the exceptiom of 4 carrier markeits in the first two
distance interwallss, alll yielld categories were above the SIFL
through 750 milless. In the long-haull narkeits the differemtisl
betweem the SIFL and the actuall average yielld widened signiiffii-
cantlly in the 1984-1988 pemiiadi. Note that the scalles on the three
chartts diiffffer;, such that the Ssaie visuall differemce means an
increase in the yielld differentizal.
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B. 3. Yielld and Fare Diffferenttizlls at Concehnftraitedti Hubs

To thiis poiimt, our anallysiis has evaluated conpetiitiiwe status in
terms of the number of competitors in markett—pairs. Consiideralle
interest and conecetrh has been raised about fare levells and
conpetition at speciffic cities, where individuall carriers have
develloped hub conpllexesz and enpllane a high percentage of the
passemgeiss. The folllowihg anallysiis conpares average yielld and
constiructed fare by distamee, for the totall industry (alll city
pairs)),, and for single-cardikr concentialted hubs (market-paitrs for
eities in which one carriier enplanes nore than 75 percemit of the
passengrig) 2/ and for eight additiomall two-carrier concentirafted
hubss. 3//..

Hubs are here considered to be concenttaited for each of our three
conparison years based on theiir status for the twellve nonths
ending Decenber 1988. (In 1984, onlly Charlottite, Atlamta, and El
Paso fitet the 75 percent critetion.))

B. 3. a. Yielld by Distance Intervall and Hub Concentration

The following page shows the actuall yield at 1 and 2-cartiier
concentrated hubs conpatred to the industty average for each
distance interwal.

In 1979 onlly nmiinotr differemees in yield are evidenit, fares being
controllled withiin certain flexibillity limits by the formula rates
set by the CAB ot requitred under the ShFL. Fares were conplletely
detregulated January 1, 1983.

The data for 1984 show that both 1 and 2-cartiier concentrated hub

yields were significanitly above the industiy avetrage, showing a
attern simillar to that shown in 1988. These hub classiiffiieait s,
owever,- are based on the hub concentrattion levell in 1988. The

actuall 1934 concenttraition levell was S8afe 20 percentage points less
in 1984. (About 60 percent in 1984, about 80 petrcenitt in 1983.

See Section C.2.))

There are scalle differemees in the graphs; 1984 yields were
significantlly highetr than 1979 due to increases in costt. The 1988
scalle is simillawlly compresssst, due to the nmrked inerease in the
yiield in the 0-250 mileage interwall.

2// These cities are Minneapallis/3t. Paull, Charllotite, Pittahingh,
Daytom, St. Louwis, Salt Lake City, Cincinmatti, and Memphiis.

3// These citiies are Atllamits, Housttwnh, Dallllass, Denwer;, Ralleiigh/
Durham, Nashwiilllle, Chicagm, and El Pase.
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B. 3. b. Fare Differenttiizls by Distance Intervall
and Hub Concenftiraitiiem

The precedimgy page shows the yielld diffferentiidl by distance and
hub concentrattiiam. Sinece yielld does not show the dollar fare
differemntiizll for any categawy, we constructted the fare differemce
by muutﬁpngﬁng the 1 and 2-carriier hub yielld, by distance
interwall, by the industry average distamce for that interwall. Alll
three groupimgs woulld then have a directly comparablle fare at the
safre average distanose. These graphs are shown on the followiing

PAgE: -

Agaiim, 1979 differemtidls are smalll, due to the vestiiges of fare
regullaitiion. In 1984 the fare differemitizls for l-carrier
concentrrattedi hubs are quite signiifficarit, particullarlly for under
1,000 milless. In 1988 these difffferemitizlls generally incresss,
except the actuall fare levell in the intervalls over 1,500 niilles
declliime=. Note again the scallar differemces.

The dolllar diffferemtiiall by distamece intervall for each year is
shown bellow. The "Other' category in 1988 represenmits allll large
hubs that are not 1 ot 2 carrier concentiatted hubs.

Fare Differenttiizll by Distance Intervall-
Concenttiratted Hub Fare, Less Industiy Fare

Di stance 1979 1984 1988
Interwvall 1 Cartr 2 Cart 1 Cartr 2 Carr 1 Cart 2 Carrr Ctherr
0-250 $ 2.66 $ 1.25 $30.02 $ 0.05 $25.54 §$ -10.88 0.32
251-500 $ 2.74 § 2.68 $20.138 $ 6.12 $28.20 $ 6.42 -8.09
501-750 $-0.54 §$ 1.26 $18.538 $ 1.45 $27.40 $§ -0.07 -7.52
751-100® $-4.90 $10.36 $19.01 $ 8.08 $21..00 $ 12.77 -4.51
1001-1500 $ 0.54 § 2.82 $16.08 $ 4.87 $ 7.42 § 12.08 -1.33
1500-2000 $ 0.7 $-0.14 $12.95 $ 7.38 $18.1%5 § -0.20 -2.5%
Over 2000 $ 7.95 §$ 8.91 $38.68 $46..96 $20.28 $§ 42.95 -0.42
Totall $80.61 $ 3.24 $19.61 $ 4.78 $22.38 $ 4.72 -3.82

Sourece: Tablles I-6, 7, 8.

The direct comparisom of yield and concentrattiiom by distameoe
intervall alone can be misleadiing, howewssrr, since the effecits of
matrkett density are not neasuredi. For examples, the tablle above
shows a $25.54 fare diffferentiidl in the 0-250 distance intetvall
between the fare charged in single-camrier concenitirzited hubs and
the industry average fare. Howewsr, bellow 250 niilles, 62 percent
of the industry passengenxs are in the density cllass of over 500
passengers per day, whille none are in that density intetrvall for
the single-camrierr concentratted hulbs.



- 19 -

IND. AND CONSTR. FARE AT CONCEN. HUBS, 1979
200 Using Industry Distance, And Actual Yield

‘\\ 1=Corr. Hib

% /] 2-Carr. Hub

IND. AND CONSTR. FARE AT CONCEN HUBS 1984
Using Industry Distance, And Actual Yi
N t-tor. b

m ﬁ

IND. AND CONSTR. FARE AT CONCEN. HUBS, 1988
Using Industry Distance, And Actual Yield

3

S

Constructed Fare (§)
5 2

[+
N

B

2—C¢r b

..
<
-h

Constructed Fore ($)
Q =

[ -]

20 \§ t-Carr. thhib
&3 I
& - N P 2-Corx: Heib
J 190 §
?.;';mo A §
g R
#5011 5 NN
8 a N\ N I&

Over 2

1,001 -1,500
1501 =2,000

Distance Intsrval



=20-

In domestic markeits in genend), fares tend to drop as market
density increasess. For example, in markets below 250 milles the
fare difference between the density intervalls 201-500 passengers
per day and over 500 per day for the industry was over $25,
($89.37 less $63.60). Since the eight coneentiaitedi hubs had ne
markets in this velrg dense, short-haull categary, the effect of
market density can be seen to be critical in any anallysiis of fare
differemsss. (See Tablle I-9 for data.) The folllowing section
exanines yielld differemces by distance and density in 1.

B. 3. ¢. VYielld By Distance and Density Intefvall and
Hub_ Concentiratiien

The graph bellow and those on the folllowing pages show differences

between ﬂibh@@glég, 2, 3, and 4 carrier matrkeits, and the industiy
resullts cofipa to nonopolly, and one or two-carrier concehtiraited

hubs for 1988. Data are separated by density and nilleage
intervalls and are taken from Tablle I-9.

Data for the thinnest mawkeits, those undetr fifty gassem@errs_ per
day, are shown ditrectlly below. The upper giraph shows practicallly
no differentiiaitizh by degiree of competitivemess, indicating that
the fares are probably priced at cosit. Very siight
diffetrentiiattieh is showh in outr nonopoly and concentiraited hub
groupiingss. We conellude that prieing in the thinnest markeits
refllecits cost of service nore than the exetcize of any narket
powelr..
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The next two pages show graphicallly the medium and high density
markett yielld diffferemes by distance intervall and competiittiive ok
hub status. In the uppetr graphs it is quite clear that the
introductiieh of conpetittors causes decllimes in yield, across alll
distamee intervalls except the very short-hawll, 0-250 milles. In
sofe cases, howewsrr, the nonopolly and two carrier mavkeits are
signifficamtly higher than nore conpettiitiive narket groupiimgs.
Compare the 251-500 and 50L-750 mileage intervalls in the 101-200
passengers per day intervall and the 500-750 milleage intervall in
the over 500 per day density class.

Yield premiuwms in the L-carrier concentratted hubs (lower graphs))
are quite high and particullarlly evident in the 251-750 niileage

intervalls, becomimg more pronoumcedl as density increases. Two-
carriietr concenftraitedi hubs show a pronounced premium in onlly the
50L-750 nilleage intervall at 101-200 passengers petr day. Note that
average yielld tends to decllime onlly in milleage blocks under 1,000
niiless, and that a signifficamt fallll in yield occurs in the ovetr 500
passengers petr day density intewrwal.

These data suggest that significamit yield (and fare) differemtidls
tend to occutr in the demse, short-hawll markeits, and are not
rellated to cost or vallue of service diffferemtidls but to the levell
of competiitiiam. The failure off lon%—hauﬂ yiellds to change
significantlly with demsiittyy, if at alll, suggests that competition
fo&eégg long-hauwll passenger is very intense at allll density

int bs.
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B. 4. ¢. Passengers in Gne and Two Carrier Concentrated
Hubs and the Industtrw, 1979, 1984, and 1988

The nunber of passemgers in our sanmple by grouping is shown
graphicallly on the folllowing page. In some distance intervalls the
passengers travellllimgy in 2-carrier concentiatted markets approaches
nearlly half of the industry totall, but, as we have shown previiouslly,
these passengers do not necessariily pay a prenmiwm. Single-cammier
concentiratteti hub passengers never constiittuwite a large percentage of
passengenrs in any distance interwasl. It shoulld be noted that the
passenger groupimgs are not always mutuallly exclusive -- a passenger
travelling betweem a two-canrier concentrattedi hub and a singlle-carmier
concentrattedi hub willl be included in both categomies, as welll as the
industty totall (once)).. Data are from Tablles I-6 through I-8.

The percenitage of passengers each concentrattedl hub clazs as a
percenttage of the industry totall, by milleage blodk, is shown bellow.

Concenttirattedi Hub Percentage off
Industry Passensenrs, bv Distance Intervall

Distance Intervall

0- 251- 501- 751- 1001- 1501 Overr

250 500 750 1000 1500 2000 2000 Totall
1983
1 Carriier Hubs 0.9 3.8 2.5 2.1 1.9 1.4 0.4 13.0
2 Carrier Hubs 3.8 7.2 7.1 5.8 5.8 3.7 0.3 33.7
1984
1 Carriier Hubs 1.0 4.3 2.3 1.8 1.7 1.1 0.2 12.5
2 Carrier Hubs 4.7 8.6 7.3 5.6 6.0 3.2 0.2 35.5
1979

_ 1.3

1 Carrier Hubs 1.6 4.9 2.9 2.4 1.8 3.2 0.3 15.2
2 Carriier Hubs 3.8 8.2 7.7 5.5 5.7 0.2 34.3
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B. 4. d. Anallysiis of GAO’s Concentratted and tUnconcentirated
Hub Groups Conpated to the Industiy Totall

In a recent study titlled "Air Fares and Serviice at Concemttiwaitedi and

Aii rpoirtts™  (GAO-RCED-EH3YT ) , % the GAO conmpared fares from 15
concenttrattedi aiirpotits to fares from 38 unconcemtrtesl aitpanrits. Our
data supports GAO’'s genetall contentiom that passengenrs at concenttrated
hubs pay a premium, but our anallysiis does not support GAO's 27
petrcent yield differemtisl. We found GAO’'s concentraftedi markeits have
an average fare about 18.4 petrcent above the indusitiy average when the
industry data excllude the GAO concentratted hub data. Our percentage
premium nethodology is descriibed in Section C, bellaw. Data are from
Table 1-10, I-12, and I-13.

Differences in methodology between the GAO’'s study off fare prenmiium in
concentratted airporits and the Depatritmenit’'s study of concenttated hubs

are shown in Table I-11.
Yielld differemtials by nmileage block are graphicallly presenited bellow.
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C. The Fare Premi Paiid in Mbnopoll n t
Concentrated Hubs

C. 1. JMbnopolly Markeits Conbined and Concenitiaitedi Hiubs

As shown in the precediimg sectiiom, when segnented by distance and
densiittyy, thetre are clear differemeses between fare levells at monopolly
nmarkeitts and less concentratted markeits, and between nmarkeits at
concenttirattedi hubs, compared with other mawrkeits in genexall. To
determime what these average differemtizls (premiums)) were overall,
each category was conpared to the industry average fare (excluding the
natkeits in the category under study)) in that distance and density
interwall. The fare premium was then weighted by the nunber of
passengelrs in the subjject categoniisss’ distamee and density interwall.
The totall differemitial, or premium, is thus the weighted sum premium
of each distamee and density interwal.

The nethodollogy is shown algebraiicalllly below and further explaimed in
Tablle 1-14..

Preniium Constirmettiiam (By Distance and Densiity Interwall)) 3/

Base Data Construecitedi Data

Industty Avg. Distance (A)) Category Fare, A x C

industry Avg. Fare (B) Fare Premium, (A x C) - B
Category Yielld (C) Wtd. Fare Sum ((A x C) - B) x D
Category Passengers (D) Wtd. Percentt =

Sumn Whdl. Fare Premium
Average Category Fare, less
Wtdl. Fare Premium

The calcullattedi average fare premiumg, by categeryy, are as folllows:

Dolllars Percentt
Mbnopolly Markeits $16.59 14.0%
Concentrated Hub $22.30 18.7%
(single-canmiien))
Concentrated Hub $10.42 8.9%
(two-cam issy )
GAO Concentrated $21.44 18.4%

SOURCE:: Tables I-16, I-14.1, 1-15.1, I-19.

5/ tn each case bellow the subgroup data is first subtractted from the
industiy data to give an "industimy" figure exclludimg the conpatattiive
subgroup datta.
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As can be seen from the above, single-camdier concentiraitedi hubs show
the largest fare premimms, very close to the GAO concenttraltedi narket
preniuns and somewhat higher than the nonopolly market fare premiuwims.
Multi-camdisr concentratted hubs show premiumes off about one hallff the

single-carrier hub premiumss.

C. 2. Individuall Concentraited Hub Premiuwms

Fare premiwms were allso callcullated for indiviiduall hubs in 1988 and
1984 as shown on the following pa%a. Looking first at 1988 premimws,
each single-camrier concentratted hub shows a fare premium -- ranging
from 10.4 percent at Pittsburgh to 34.1 percenit at Cinciimmattii.
Average fares for matketts invollving these hubs were greater than
conparison nmatrkeits in most distamece and density categomiies, but the
fost significamtt premiums were in markeits of nore than 100 passengers
per day and distances ranging from 25001,000 millexs. Passengers
travelling in these distance and density categonries accoumitted for 71
percent of the 1988 premiunt at single-camrisr concenttiatedi hulbs.
Fares in these dense markets are frequentlly higher than fares in less
dense mmauwkeits of the same distance at the same hub. This is the
reverse of what is normalllly observed in the airlime industtmy. In
other wonds, where scalle efficiencies and competiittiiom woulld be
expected to provide lower fares é;,gﬁ, in dense markeits)) the highest
fares are being chargedi. These distamece and density categories at
singlle-carrier concentratted hubs accounted for onn¥ 4.1 percenit of
totall industry revenue passe —milless, howewssr. In 1984, prior to
the industry consollidattiiom, the locall fare premiuwms were alse
generallly high at these eight hubs.

The mullti-carrier concentratted hubs do not show a consiistemt pattewn
of fare preniums as do the single-cammier hubs. Five of the eight
hubs show fare premiums ranging from 6.7 to 40.2 percenit, but three off
the eight hubs show bellow average fares of 1.2 to 10.8 pewrcenit. Alswo,
premiums at the multi-canrisyr hubs show no strong tendency to be
clustered at particular distamce and density categowries. Gne
inportantt observattiom about the mullti-carrier concentrated hubs is
thatt the existence of a second hubbiing carrier does not necessarily
resullt in lower locall fares. The highestt average premium was found at
Atlarita, a singlle airport citty, even though there were two ‘wajor
hubbing carrietrs at Atlamta in 1988. Premiuns were high at most
distance and density interwals, but the bullk of the premium at Atlanta
was accounted for by onlly a few markeits. This suggests that a second
najjor hubbiing carrier at a city does not necessariilly resullt in Lower
locall faress. On the other hand, a dramatiic drop in the prefium at
Chicago was recorded betweem 1984 and 1988. Mbst of the drop was
accounted for in high density markeits, apparentlly the resullt off
increased competiittiion for locall traffic by Southwestt and Midway
Airlines at the city’s other nmjor aitrpoxt -- Midway.

o

pe
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Fare Premiung at Individuall Concentrated Hubs
For Callendar Years 1988 and 1984
1988 1984
Dom. Camr. Dom. Camr.
Fare Premium Enplanement Fare Premium Enplanemenit
Anount Percenit Share % Anount Percenit Share %

Hub
Si nglle-Canmiesr :
hatleftite $30.80 27.1% 90% $25.26 22.7% 75%
Cincimmatdii  $40.06 34.1% 78% $33.83 29.5% 56%
Daytomn $22.23 17.3% 75% $13.60 10.2% 63%
Mempiniis $35.85 28.8% 86% $33.71 28.1% 47%
Mi nneapolliis/
St.. Paull $24.44 19.7% 78% $14.23 12.0% 48%
Pittsburgh  $11.36  10.4% 86% $15.86 16.3% 77%
St.. Louis $20.47 17.8% 82% $18.91 16.4% 58%
Salt Lake
City $22.13 16.7% 80% $13.24 9.9% 71%
Average* $22.30 18.7% 83% $17.06 23.4% 62%

Fare Premiums at Individuall Concentrated Hubs
For Callendar Years 1988 and 1984
1983 1984
Dom. Camr. Dom. Camr.
Fare Premium Enplanement Fare Premium Enplanement
Anpunt Percent _Share % Amounit Percemit _Share %

Hub
Mul teii ~Cavrrrt igsr ¢

Atllanta $ 45.70 40.2% 93% $ 45.02 38.8% 93%
Chicago $ -1.41 -1.2% 72% $ 30.99 27.5% 68%
Dalllas $ 20.10 18.5% 79% $ 9.14 9.8% 68%
Denverr $ -6.87 -5.4% 85% $ -7.37 -6.0% 65%
El Paso $021.77 -18.0% 73% $-35.65 -30.5% 82%
Houstom $ 7.45 6.7% 76% $ -8.82 -9.0% 51%
Nashviilllle $ 12.60 10.3% 71% $ 21.53 17.4% 38%
Rall eiigh/

Burham $ 12.25 9.6% 80% $ 12.13 11.9% 52%

Averages™* § 10.42 8.9% 83% $ 13.58 12.5% 62%

¥ The weighted average fare premium for either the conbimed single-
cartier hubs or conbiined nulti-carrier hubs counts narkets involving
two of the concenttrattedi hubs only once. Alsm, because the distmiilbu—
tioms of traffiic and fares difffer among individual hubs, the conbined
data for allll eight single-cammisr hubs or mullti-carrier hubs refllect
the net effect of high and low premiwme in individuwall distance and
density categomies.
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Yield diffferemtisls for 1988 by distamce intervall for the individuall
concentrattedtl hubs are shown on the following page.

Lookiing at the single-cammierr concentwraited hubs (Charts, P. 26)),, with
the exceptiiom of the yielld at Pittsburgihh in the 75161,000 and 1,501-
2,000 mille distance interwals, allll of the average yiellds are above the
industry averagss, some significamtly higherr. The multi-carrier
concentirattedi hubs show yielld averages above and bellow the industry
average at alll distamece interwallss. Ralleigh/Dundlem, Atlamits, and
Nashwiilllle are consiistentlly over the industry average.
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YIELD AT SINGLE-CARRIER CONCENTRATED HUBS
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The charts on the folllowing two pages show the yielld, by distance
interwall, for the hubs which were concentiraitedi in 1988 for 1984 and
1979.. 1In 1984 the singlle-camrierr concentwattedi hubs show nearlly alll of
the nilleage intervall yiellds above the industiy avetrage, the excepition
beiing Salt Lake City in the 251-500 and 751-1,000 distance interwals.
The multi-cattriier hubs in 1984 show yiielld above and bellow the industtv
averagee, witth, however,, Atlamita, Chicagm, and Nashvillle nmarkedly above
the average for marketts bellow 500 miles. The single-carrier hubs have
yiellds clearlly above the mullti-cattietr hubs through 1,000 niilles.

In 1979 the effecit of rate regullatiom is evidemnt. There is ne
consistenit differentiation by hub by nilleage intetvall, whethetr one-oir
two-carrier concentiaitedi, nor is there any difference betweem the hub
classes ~-- one-camrier hubs have the same generall fare levell as two-
carrietr hubs. Alnost all 1979 hub yiellds are vetry close to the

industiy averagre.
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YIELD AT SINGLE-CARRIER CONCENTRATED HUBS

@ Salt Lake Clty

\]
N
% Pittsburgh

&4~ 000'Z-106'L

005°1—-100'L

§ 000'1-15L

VAVAVAVAVAVA
T e
ANURRRRARARRURAARR AR
\\\.“‘\\.“.‘
9. 9.9.9.9.9.9.9,.9.9.9.9.9.9
AASSSSSSAIINAN]

08L—-10S

//I/I/I////I/Il/////l//I/I’///I/I////’/II’I’I’II/I///

& 00S—-16C

& 0sz-0

2
S
@
N
©)
4
00
o
=l
>
O
©
>
—_
(<5}
+—
£
[<B]
(&S]
c
©
+—
2
()]
[oX
(@]
+—
[%2]
=
(@]
=
>
o
@

mm__il‘_mmrowmon_ Jad pyaLL

Distance interval

YIELD AT MULTI-CARRIER CONCENTRATED HUBS

By Nonstop Distance Interval, C.Y. 1984

/| Dalless/Ft. Worth

N Atlanta

% Chicago

Houston

3 8

(]
.m a
z w

000'T—-105't

00¢'1—L00°L

000'L LS.

052105

008-1S¢

0880

«©

T

§

2_5io_wcmwm

¢

g .24

pi=]

Distonce Interval



34 -

YIELD AT SINGLE-CARRIER CONCENTRATED HUBS
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D. Locall and Connecttiimm Fares and Revenues at Concentrated Hubs

There has been sone questiiom whether the locall narket fares from a
concentrattedi hub are higher or lower than fares availlablle for matrkets
invollviing on-liime connecttiiomss over that hulb. Because of the computer
tine and expense necessary to search the origin-destination sutrvey
records for connectiimgy markett data, we limited our anallysiis of this
uestion to four concentratted hubs -- Minmeapellis/&t. Paull
Northwestt), St. Louiis (Trang Worlld)),, Charloitite (Piedmomt), and Salt
Lake City (Delta), and further limited our anallysiis to the mmajjor
carrier at those concentraftted hubs. Locall market yiiellds were
develloped from alll locall markeits with at least 100 sample tickets and
no change off aircrafftt (single-coupom tickeitsy). Connecting markeit
yields were develloped from alll connectiimg markeits with at least 10§
sanplle tickettss, with no nowre than two couponss, and whiich showed tihet
connectiimg point to be the concentratted hub at issue. All yiellds were
develloped using nonstop milleage for each mawrkett—psir.

The average locall and connectiimg nonstop distamoe, fare, and yield for
the four concentrattedl hubs are shown bellow:

Concenttirattedi Hub
Salt Lake Minneapblis//

St.. touis  Charlloitite City St.. Paull
Fare - Local $165..7% $149.48 $172.22 $157.56
Connecitiimgy $182.05 $140.52 $173.73 $162.86
Distance - Locall 832 546 810 864
Connectriimg 1,700 825 1,461 1,559
Yieflld - Locall $.1993 $.2738 $.2125 $.1824
Connecitiimgy $.1072 $.1703 $.118% $.1044

Sources: Tablle 1-18.

As shown abowe, there is a significamt differeme betweem the yielld
for locall and connectiimg passengers, unadijusted for differemes in
narkett distamee. Without such adjjustmenit, howewver,, any conpamrisan off
yielld is invallidi. Rather than adjust the data to refllect conparable
market distamee, the locall yielld for each market-paiitr and an
eguivallemt nunber of samplle connectiimg narkeits were grouped by nonstop
natkett distamcse. The charits on the folllowing four pages show the
locall and connectiimg yielld graphs separatelly, then a conbiined Locall
and connectiimg yielld graph. (Data from Tablle 1-17.))
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DELTA’S 1988 LOCAL YIELD AT SALT LAKE CITY
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TRANSWORLD’S 1988 LOCAL YIELD AT ST. LOUIS
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NORTHWESTSS LOCAL VLD AT MINNEAPOLIS
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Except at Charlleitite, there is no discerniblle difference between loecall
and connectiing yielld where the locall and connectiing nilleages overllyp.
Connectiing passengers are few for distamces bellow 500 milless, and hence
do not nmke our ninimim passenger scieen. At Charllotte it appeats
that the locall yiellds charged by Piednmont in 1988 were consistenttly
higher than the connectiing yiellds charged by the carrier for natrkets
in the 400-1,000 nmile range.

Whille the Charloitte exaggﬂe_suppomt& the contentiiem that locall
passengers nmy be charged higher fares at concentrated hubs then
through passengeirs for distamces bellow 1,000 nilles, Salt fake City,
St.. bLouiis, and Minneapalliis/&t. Paull show little differentiation
betweem locall and connectiimg yielld. Howewver,, the average locall and
connectiing passemn distances for Charllotite are much less than the
otherr concentirat hubss, such that Charlloitite nay be an exceptiom to
concentrafted hubs in generau (Section D.2, bellow, allse indicates that
Charnomt$ has a narkedly lower rate of locall to totall passengers and
revenue..))

Our anallysiis is thus not concllusiizee, though in generall it apgeams to
show that there is no significamnt differemce betweem fares charged
locall passengeirs and those charged thirough passengers at concenttiyafted
hubs for mawkeits of less than 1,000 milles distamee. This resullt is
not in confllict with our earlier finding that locall passengers at
concentrattedl hubs are charged a premium. The connectiimg narkets in
this anallysiis are primarily thin narkeits of the type which do not show
g premium when conpared to other narkeits of simillar distamce and
ensiitty .

D. 2. Locall and Connectiing Revenues at Sellected Concemntratei Rubs

Qur anallysiis of locall and connectiing fares, abowe, provided a

data base sufficient to estimate whether the bullk of a cartiiers’
revenue at those sellected concentraitedi hubs woulld be genetated from
locall or flow (connecttiing)) passengers. We found that the locall to
totall revenue ratios are about 10 percenitage points higher than the
locall (true oriigin-desttiitatior) passengers are in propottion to totall
enplaned passengers.
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Ratio of Locall to Totall Enplaned Passe and
Locall to Total Revenues at Sellected Hubs
Sallt Mii nneagpel i s /
Charlloitite St.. Louis Lake City St. Paul

Ratiio JPiedmntt))  (Frans Womlld)) (Delta Rorthwestt))
Locall/Tottall Psgr.  .244 .394 .419 .523
Locall//Toitzll Rew. .329 .517 ,537 .693

Source: Tablle I-18.

The percenttagess indicate that the levell of service in concentiratted
hubs with a smallll locall markeit, absent locatiomall advantages, is
highly dependemit upon that connectiimg traffffiic.

E. The Distriibuitiiom off Passenger Fares by Markeit Struetwire

To exanime whether the availability of discoumt fares difffferrss,
dependiimgy on the conpetiittiwemesss of the nmrket, we construcited the
distriibuttiion of fares paid in a markett as a percentage of the average
émemm) fare, by conpetitiive categomy. (Competitive categoriies were
gtemﬁfmam by the count of carriers with at least a 10 percenit narket
share..))

The charts on the following page show both the absollute nunber of
passen by percenit of the nean fare by competiittiiwe categermy, and
allso the percenmtt of totall passengers by percentt of the mean fare.

As indicated in the upper and lower graph, the distriibution of
passengenrs about the nean fare does not differ naterially from one
competiitiiwe category to another,, with the excepition of nonopolly
marketts.. The monopolly markett fare distribution shows lLittle evidence
of peakiingy, beiing relatiwvelly flat from about 60 percemnitt of the average
fare through 120 percenit of the average fare. This suggests that the
availabillity off dﬁscgumw gares has bee;hle§semaﬁ, and that fewerd

assengers receive those discounits. e 8 in passengens an
ghare in the "Greater Than 200%" and sLess %ggn 30%£ intervalls are due
to first class and frequent flyer passengens, respectiiwelly.))
Regardiless of the nunber of competiitors in a narket the sane generall
range of fares are offfereti. As we have shown previiously, howewsrr, the
levell of fares tends to be higher as the number of conpetiitteirs is
reducedi. Note allso that the great mmjjority of passemgens are carriied
in 2 and 3 carrier marketts (34.6 and 32.1 percenit, res iwed ), , with
significamtly fewer passengers carried in nonopolly nmark or markets
with 4 or nore carriers (13.0 and 20.2 pewcentt, respecitiiwaly). See
allso Tablle I-27..



FARE DISTRIBUTEMN ABOUT THE MEAN FARE

By Market calegeiy, C.v. 1988

= MQDEROY

=&~ 2 Corrler

—¥— 3 Corirfer
-4 & pidors

Vi
J/

500000

- ¥D0Z10
- #00%-G61
- XC6\-08L

__... - %061 -G8l

- %581 -081
" X0B1-941L
- #SL1-0L1
- ¥0L1-S61L
- 6591=091
- %091 -651
- X651 -0l

- XGG6—06
- %0S=SGb
- %X5v—0b
- ¥0v—GE

Zad

300000 1
200000

440000 1

o
S
2
p=4

si1abuassog ajdwog

[ #8ErPE

o

Percent of Mean Fare
PERCENT OF PASS. ABOUT THE MEAN FARE

By Market Category, C.Y. 1988

== Maoprply
=8 2 Conridr

7* 3 Corrier

08

w
<

susbuassoy jo Evo;mm

414 kvl Mona

F9-bdndlustyy

“521-0L)
“L1-c9l
%G9 1 =091
%091 -GSl
T 4SS1L-0SL
R ety 4
S %SPL=0bl
L %0b1-GEL
# Xsci-ogL

" X0Z1=GLL

H xSii-att
, 4011 -G0L

- %501 -00L

L. %001 =G8

. ¥06—G9

%58—09

- %08—G2

| %SL=0/L
¥0.—-G9

- %X69—09
%09—GG

" %56=08

_ ¥06=Gp
xXSh—0p
%0v—G¢

<+
<

= w £9eTPe

Percent of Mean Fare



- 43 -

The relative passengers carried by competiitiive category change
narkedlly when single-cammierr concentratted hubs are examimed (Chartt,
Page 39)).. In singlle-carmisr concentratted hub markeits (the eight hubs
where one carrier enplaned at least 75% of the passemgeys in 1988),
the bullk of the passengenrs are carried in nonopolly markeits, with fewer
passengenrs carried as the markeits becone nore competiittiiwe (monopolly,
42.2 percenit, 2-cammieyr, 32.8 percentt, 3-camdierr, 20.0 percentt, and

4 or nore camwierr, 5.0 percentt). The distribution of passengers about
the average fare also difffers compared to alll mawketts. This is
particullarly true for passengers in monopolly nmarkeits. Sukprisimgly,
there appears to be nore discoumitiimgy in nonopolly markeits at
concentirattedi hubs than in nonopolly marketts in gemexadl. A possiible
expllanatiian for this may be as folllows: concentrattedi hubs are made up
of nmny short-hawll nonopolly spokes as welll as some longer-haml
markeitss. The locall trafffiic in short-haull markeits compete with the
autonobiille and are therefore priced to "filll-wp" the airenaffit. In
man¥ cases thiim, short-haull spoke services are operated for flow
traffic to and from markeits connected via the hub. Thereffors, price
must be set to compete with the autonobiille, and attempit to generate
demand in thin marketts sufficiemt to "fillll up* the airerafit.

As the number of passemngers in the locall narkeit increases, howewsr,
average fares in short-haull concentratted hub markeits do not tend to
centrallize about a lower average fare as they do in nore conpetiitiiwe
marieitss, but continue to exhibitt a wider range of farews. This
explanattiiom is consiistemt with our finding that thin markeits to
concentrattedi hubs are not on average paying a premium. Data for the
series of graphs are presemtted in Tables I-23 and I-24.
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The relative passengers carried by competiitiive category change
narkedlly when singlle-carxisrr concentirattedl hubs are examimed (Chart,
Page 39)).. In singlle-cammisr concentratted hub markeits (the eight hubs
where one carrier enplaned at least 75% of the passemgeyes in 1988),
the bullk of the passengers are carried in monopolly markeits, with fewer
passengenrs carried as the markeits becone nore competiittiiwe (monopolly,
42.2 percenit, 2-carmieyr, 32.8 percent, 3-camdisrr, 20.0 percentt, and

4 or nore cammierr, 5.0 percentt)). The distribution of passengers about
the average fare allso difffers compared to all marketts. This is
particullarly true for passengers in nonopolly narkeits. Sukpiriisingly,
there appears to be notre discounttimy in monopolly markeits at
concentirattedi hubs than in nonopolly marketts in gemexadl. A possiible
expllanatiiam for this may be as folllows: concentrattedi hubs are made up
of nmny short-hawll nonopolly spokes as welll as some longer-haml
nmarketss. The locall traffffic in short-hawl markeits compete with the
autonobiille and are therefore priced to “fill-wp" the aireraffit. In
mang cases thiim, short-hauwll spoke services are operated for flow
traffic to and from markeits connected via the hub. Thereffors, price
mistt be set to conmpete with the autonobille, and attempit to generate
demand in thin marketts sufficiemt to "fillll up* the airerafit.

As the number of passengers in the locall narkeit increases, howewsr,
average fares in short-hauwll concentratted hub markeits do not tend to
centrallize about a lower average fare as they do in nore competiitiiwe
narieitss, but continue to exhibitt a wider range of farews. This
explanattiiem is consiistemt with our finding that thin markeits to
concentrattedl hubs are not on average payiing a premium. Data for the
series of graphs are presemtted in Tables I-23 and I-24.
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F. The Effeet off Markeit Share on Yield and Fare

As we have indiicaitesi, our generall anallysiis assumes that if a carrier
hollds a ten-percenit matrket shawre, that carrier is a compeftiiter in that
marieit . The narkeits were then classiiffied by the number of
conpetiftors. As the test of this hypothesis, we exanimed caktiiet
data, as opposed to conpetitive fma categories, and examined rare
levells based on a carrier’'s mmrket shar®e. The graph bellow indicates
that as a carrier''s nmatkeit share incteasess, it is ablle to chatge nore
than a carrier with a lesser market share.

This is consistemnt with the *S» curve effect of service and natkeit
share, where increasez or declimes in service share are
disproportionatelly refllected in markeit share. The higher fare levell
coulld be considered as part of a perceiwed service premiufn passengers
are willlling to pay for the presumed better service of the cartier with
the higher market shate, or alternattiiwaly, it coulld simply be the
abillity of a carrier with a highetr markeit share to extract a markeft

remit..

The gra@h, showiing 20 petrcent nmtket share incrememits, indicates that
yield increases as markeft share incteassss, and that particullarly in
shortetr-hawl marketts, once a carrier attains a 60 petrcemt narket
shares, it can conmmand a sighificamt yield premium.

AVERAGE YIELD BY MARKET SHARE
And Distance Interval, C.Y. 1988
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The graphs on the following page shows ten percenit market-share
increnenits and the average yielld by distamce interwal, as welll as the
passengers in each mamkemégaaue and distamce interwall. Agaim the
significance of the 60 percent market-yielld diffferemtidl is evidernt.

The Larger nunbetr of nonopolly narket passengenrs ("GT 90™ percent

share)) in the 251-500 nile distamce intervall (as welll as rellativelly

high nunbetrs of above 60 percentt narkett share passemgers in the 251-
1,000 distamee interwals) supports our previows finding that shorter- .
haull dense narkets with Limited conpetiittion nmay be paying
disportionatelly high prices. Shown bellow is a compamisom of fares for
sellected narkett share interwalls, by distamce interwal. k

Average Fare by Distance Intervall
and Markeit Share

Distance Markeit Share

Interwall 20-30 50-60 80-90
251~ Avg. Distance 362 337 359
500- Avg. Fare $81.44 $76..10 $107.32
501~ Awg;. Distance 638 626 633
750 Avg. Fare $135.41 $128.30 $145.06
751- Avg. Distance 898 848 882
1,000 Avg. Fare $126..06 $147.37 $158.77
i,001- Avg. Distance 1,186 1,206 1,158
1,500 Avg. Fare $139.40 $156..99 $175.37
1,501- Avg. Distance 1,699 1,721 1,609
2,000 Awg. Fare $158.31 $132.00 $187.62
Over Avg. Distance 2,351 2,340 2,273
2,000 Avg. Fare $185.13 $173.40 $205..20
Source: Tablle I-22.

Whille not showm, since our comparisoms are based on nonstop disttamss, |
the lower the carrier market share, the nore likelly citcuiittous

routings and flight charges woulld be encounteredi. Yielld differences,
on gn as flown basiiz, woulld be higher than the percentage differences
in fare.
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1988 AVERAGE YIELD BY MARKET SHARE

And Distance Interval
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G. 1. Industry Revenue by Conpetiittiwe Status and
and Market Sha 1979, 1984, and 1988

In the tablles bellow we show the indusitiy revenue by natkeit cofipetitiive
class (marketts, and revemiss, classiiffied by the numnber of carriers with
at least a ten-Eamuyﬁt matkeit share)),, and industry revenue by nmaiket
share (market share, and revemiss, derived from indiviidual carriet
markett data.))

Ve found that industry revenue ovetallll is now derived in nore
conpetiitiiwe matkeits than in 1979 or 1984, both by market
classiifficattiieh or by indiviiduall cartier narket share. Compare the
industtry revenue by conpetiitiive cllazs to the carrier revenue by fiarkeit
share, bellow. Data are from Tablles I-20 and 1-21.

Industry Revenue Share by Conpetiitiiwe Class
1979, 1984, and 1988

Revenue Shate

Cofipetiitiiwve Class 1979 1984 1988
Mbnopoly 20.3 10.7 14.2
2-Cartriefr 50.9 39.0 34.2
3-Cartrier 25.0 38.7 30.5
4 or Mbre 3.8 11.6 21.1
Tottall 100.0 100..0 100.0

Industtry Revenue Share by Carrier Matrket Share
1979, 1984, and 198%

Revenue Shate

Markett Share% 1979 1984 1988
tUindetr 10 3.8 10.5 11.3
Ten-Twenty 4.9 9.7 13.0
Twenty-Thirty 9.1 14.4 15.3
Thirty-Forty 9.3 13.9 12.7
Porty-Fifty 14.3 11.6 10.9
Fifty-Sixty 11.7 11.1 10.8
Sixty-Seventy 13.4 11.8 8.4
Seventy-Eighty 10.2 5.6 6.8
Ei ghtty—Nimeity 6.9 4.1 5.6
Ovetr Ninety 16.3 7.2 6.4
Totall 99.9 99.9 100..2
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G.2 Carriier Revenuwe by Markeit Share

in Section G.1 we descriibed the increase in average yiielld that
acconpamnieti increases in markeit share for the industry in 1988.

Abowe, we indiecated that industry revenue (the sum off alll carriier
revemis) is derived from markeits in which carriers have a smalller
matrkett share than in 1979 or 1984. On the followimy page we show the
revenue distmilbwitiiem, by market share, for the elevem largest domesttic
carriers and the industtmy. The revenue distribwitiiom, by market share,
closelly follows the passenger distmibuttiom, by market share. Data are
from Tablle 1-25.

The distribution of revenue by narkeit share by carrier shows
consideraltle variattiiom, both in the intervall that has the highest
(lowestt)) anounit of revemurs, as welll as the generall distribution of
revenue actross the narkett share intemvals.

For example, Piedmomitt (first graph) shows a generall increase in
revenue by intervall as the intervall concentrattiion increases, with over
25 percentt of its revenue generated in nonopolly markeits (G.T. 90
percenit)). On the othetr hamdi, Trams World (second graph) has nearly 40
percent of its revenue generated in narkets, in which it has less than
a 20 petcemntt nmrket share, decllimimg nmrkedly through the sixty
percemntt nmarket share interwal, then increasiimgy slowly to about ten
petrcentt in the nonopolly intexrwall. None of the carriers exhibiitt a
statistiicalllly “nofnall™ ot bell-shaped distmiibuitiicon.

Eastetn's revenue distmiibuitiiem is the nost peakedi. Nearly thirty
percentt of its revenue generated is in the 30-40 percentt narkeit share
interwall, and it is allso the carrier with the lLowest percentage of
revenue genemamad in the above sixty percenit narket share inteirwalls.
USAir's distmibuidienm is the flattesit, beiing cllose to a ten percenit
revenue shatre fotr each 10 percent nmarkett share intexrwal, thus showting
an even fiix of conpetiittive and non-conmpeftiiitives narkeits .



- 50 -
1988

REVENUE CONTRIBUTION BY MARKET SHARE
c.y.
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PART |1

BVERAGE FARES AND Y| ELDS BY FAA HUB CLASS
Table_Il-1

Average fares and yields for all points enplaning nore than
200 passengers in 1988 were derived from the DOT Origiim-
Destinati on Survey data. These data cover the years 197%, 1984
and 1988 for 474 points. The points were categorized as |arge,
medi um or small hubs or nonhultss based on the 1988 DOI/ FAA
classifications. The O8D data are donestic sunmary data from
Data Bank 1A, filtered to exclude extrene fare values, open-jaw
trips, foreign trips, certain nulti-coupon itineraries, and trips
with a surface travel segnent.

Average donestic air fares increased 41.5 percent between
1979 and 198%, from $96.1% in 1979 to $136.I3 in 1988. The hub
groups had different increases. Average fares at |arge and nedi um
hubs increased less than at snmall and nonhulss. Average fares at
| arge hubs rose 38.3 percent from $97.41 to $134.69.. Average
fares at medium hubs rose 38.9 percent, from $95.24 to $132.28%.
At small hubs average fares increased 59.4 percent, from $90.22 to
$143..81, and at nonhubs average fares increased 61.4 percent, from
$96..36 to $155.49.. So the increases in fare were progressively
hi gher as hub size declined. (See Table 1I-11.))

Just the reverse occurred in the 1984-1988 peri od. Large
and nedi um hubs had increases in average fares and small hubs
and nonhuwls had decreases. Large hub average fares increased by
1.4 percent, nedium hub fares increased by 2.6 percent, small hub
fares decreased 0.5 percent, and nonhub fares decreased 6.1
percent. Overall, average fares increased by 1.2 percent.

Changes in average air fares reflect not only actual price
i ncreases but also increases that result from shifts in the "mx"

of passenger trips. For many points these shifts, as indicated by
changes in average m |l eage per passenger, were significant. This
factor and its inpact on neasured price increases wll be

di scussed in the follow ng tabl es.

Nomi nal yields (passenger revenue per passenger mle)
typically increased from 1979 to 1984 and then declined in 1988.
Bet ween 1979 and 1988, nonhuibs had the greatest increase in
yields (40.0 percent). Overall, yields were up 33.9 percent, or
about 3.3 percent per year. Between 1984 and 198&, yields
declined for all hub classes, with small hubs and nonhubs show ng

the greatest declines. Overall, vyields in this period decreased
6..2 percent. The percent changes and average annual changes are
shown bel ow
Per cent Change Aver age Anngall Change

Hub d ass 1979-88 1984-838 1979-83 1984-838
Lar ge 34..0% -5.3% 3.3% -1..4%
Medi um 28..% -8..2 2.9 -2.1
Smal | 39..5 =9.1 3.8 -2..4
Nonhub 40..0 =9..3 3.8 -2.4

TOTAL 33.9 -6..2 3.3 -1.6
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Increases in air fares in the 1979-1988 period were well
bel ow the trends of the two najor neasures of price |evel changes,
the Consuner Price Index and the GNP Inplicit Price Deflator. The
overall change in average air fares of 41.5 percent conpares wth
an increase of 62.9 percent in the Consunmer Price |ndex (CPI-W)
and a 54.8 percent increase in the GNP Inplicit Price Deflator,
two recogni zed nmeasures of inflationary trends. The conparative
measures, shown as indexes on a 1979 base, are as foll ows:

| ndexes, 1979=100
1979 1984 1988

Average Donestic Air Fare 100.0 139..8 141..5
Average Donestic Yield per RPM 100.0 142.9 133..9
Consuner Price |Index, CPI(Q)) ! 100..0 143.0 162..9
GNP Inplicit Price Deflator 100..0 137.0 154.8

Bet ween 1984 and 1988, when average air fares increased 1.2
percent, the Consunmer Price Index rose 13.9 percent and the G\P
Inmplicit Price Deflator rose 13.0 percent.

The conparative percentage changes for these neasures are
shown below, both overall and in average annual rates:

Per cent Change Aver age Annual Change
1979-88 1984-&R 1979-&B8 1984 -&8
Aver age Donestic
Air Fare al1.5% 1.2% 3.9% 0.3%
Aver age Donestic
Yield per RPM 33.9 = 6.2 3.3 =1.6
Consuner Price
I ndex, CPI({)) 62.9 13.9 5.6 3.3

GNP Inmplicit Price
Def | at or 54.8 13.0 5.0 3.1
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AVERAGE FARES AND YI ELDS BY FAA HUB CLASS
1979,, 1984 and 1988

Average Fare_ (%) -.-- Percent. Change_
Hub d ass 1979 — 1984- 1988 1988/1979 1988/ 1934
Large $97.41 $132.86 $134.69 38.3% 1.4%
Medi um 95.24 128.99 132.28 38.9 2.6
Smal | 90.22 144 .47 143.81 59.4 = 0.5
Nonhub 96 .36 165.%7 155.49 61.4 = 6.1
Tot al 96.19 134.50 136.13 41.5 1.2
Average Yield (cents) Percent Change
Hub d ass 1979 1984 19838 1988/1979  1988/19%4
Lar ge 10.6$ 15.0% 14.2% 34.0% = 5.3%
Medi um 12.1 17.0 15..6 28.9 = 8.2
Small 12.9 16.8 18.0 39.5 = 9.1
Nonhub 14..0 21.6 19.6 40.0 = 9.3
Tot al 11.2 16.0 i15.0 33.9 = 6.2

Conpar ati ve Measures of Price Change

Per cent Change

1979 1984 1988 1988/137B 1988/1984

Consuner Price | ndex
CPI((W),, 1979 = 100 100.@ . 143.0 162.9 62.9 13.9

GNP Inplicit Price
. Deflattary,, 1979 = 100 100.0 137..0 154.8 54.8 13.0



- 54 -

CHANGES | N AVERAGE FARES, LARGE HuBS, 1979-1988

Tabl es Ii-2 and IIL-3

Changes in average air fares at |arge hubs between 1979 and
1988 ranged from 109..9 percent at Menphis, Tennessee to a decrease
of 15.4 percent at Phoenix, Arizona. These conpare with a national
average of 41.5 percent. The 109..% percent increase for Menphis,
t he highest of the |large hubs, exceeds the increase in the Consuner
Price Index for this period, which was 62..9 percent. The 109..9
percent increase averages about 8.6 percent per year while the CPI
i ncreased at about 5.6 percent per year. (Tabl e 1I-2)..

As Chart |1-A bel ow shows, the highest fare increases occurred
at highly concentrated hubs such as Menphis, Charlotte, Salt Lake
City, Pittsburgh and M nneapolis/St. Paul, and hubs with a dom nant
carrier share of 50 to 75 percent, such as Atlanta and Baltinore. In
sone cases the increases in average fare are due in part to increases
in average passenger m | eage. For exanple, the average fare at Salt
Lake City rose 75.8 percent, from $95.19 to $167.32. Average
passenger trip mleage increased from 835 mles in 1979 to 1,014
mles in 1988--a 21.4 percent increase. Based on the July 1, 1988
SEFL formula this 21.4 percent increase in mleage wiuld yield a fare
i ncrease of 14.5 percent, so a mleage-adjusted fare increase would
be about 61..3 percent (75.8 mnus 14.5))..

CHANGES IN AVERAGE FARE,
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CHANGES I N AVERAGE FARE, LARGE HUBS, 1979-19%3
(Hubs Arrayed in Descending Order by Percent Change)

...Average. Fare ($)_ _

-Large.Hubs _ | _____ .- 1979 . .-1988 _ Per.cent . Change|..1979-1988
Menmphis, TN $ 83.80 S 175.88 109. 9%
Atlanta, GA 84.96 170.338 100..5
Charlotte, NC 82.05 159..07 93.9
Salt Lake City, UT 95.19 167..32 75..8
Pittsburgh, PA 78.21 130.61 67.0
M nneapolis/St. Paul, M 96.45 159.7% 65..6
St. Louis, MO 87.90 145.32 65..3
Bal tinore, MD 90.20 147.7% 63.8
Phi | adel phia, PA 96..0% 151..85 58..1
Dallas/Ftt.. Wrth, TX 92.54 138.93 50.1
Washi ngton, DC 90..44 135.32 49..6
Boston, MA 93.03 B337.73 48.0
Detroit, M 84.8% 125.31 47.7
New Yor k/ Newar k, NJ 96.21 141.38 46.9
Tanpa/ St. Petersburg, FL 90.73 132.00 45.5
Nati onal Average 96.18 136..13 41.5
Ol ando, FL 83.91 117.82 40.4
Chi cago, IL 90..82 125..69 38..4
Mi amii//Ftt.. Lauderdale, FL 98.76 131.53 33.2
Seattl e/ Tacoma, WA 119..20 154.79 29.9
Houston, TX 104.63 128..42 22..7
San Franci sco/ Gakl and, CA 113..07 137..26 21..4
Los Angel es/ Bur bank/ Long Beach, CA 115..02 138..28 20..2
Kansas GCty, MO 96.92 113.31 16..9
Denver, CO 111..48 130.05% 16.7
San Diego, CA 109.31 114.92 5.1
Las Vegas, NV 91.47 93:99 2.8
Phoeni x, AZ 114.92 97.19 -15..4

Source:  Qigin:Desfination .Survey.of. Aitline. Passenger Traffic-Donestic.

_99_



- 56 -

Average fares at the 27 large hubs in 1979 ranged from $78.21
at Pittsburgh to $119.20 at Seattl e/ Tacona. In 1988, average fares
ranged from $93.99 at Las Vegas to $175.88 at Menphis. The range

between the high and low fares w dened from 52 percent in 1979 to
87 percent in 198%.

Tabl e II-3 and Chart 11-B show the distribution of fare changes
at the | arge hubs. Six hubs were in the 40.0 to 49..9 percent group,
t he nodal group. In terms of the national average increase of 41.%

percent, 15 hubs were above the average and 12 were bel ow

CHANGES IN AVERAGE FARE
LARGE HUBS, 197®-I! 988
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Percent Change
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CHANGE | N AVERAGE FARE, LARGE HUBS, 1979-1988

Per cent Change, Nunber of
1979-1988 Large Hubs Percent of Large Hubs*
Decr ease 1 3.7
0.0 - 9.9 2 7.4
10.0 - 19.9 2 7.4
20.0 - 29..9 4 14.8
30.0 - 39..9 2 7.4
40.0 - 49.9 6 22.2
50.0 - 59.9 2 7.4
60..0 - 69.9 4 14.8
70..0 & over 4 14.8
Tot al 27 100..0

¥ Percentages do not add to 100.0 due to rounding.
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CHANGES | N AVERAGE FARES, . MEDIUM HUBS, 1979-1988

Tabl es fiI-4 and fI-%

Changes in average air fares at the medium hubs between 1979
and 1988 ranged from 103..7 percent at G ncinnati to a decrease of
19..2 percent at El Paso. These conpare with a national average of
41.5 percent. The 103.7 percent fare increase for G ncinnati
averages about 8.2 percent per year, which is higher than the rate
of increase in the Consumer Price Index for this period of 5.6
percent per year. (Tabl e 11-4))..

The top two increases occurred at Ci ncinnati and Dayton, highly

concentrated hubs. (Chart 11-C. As in the case of sone |arge hubs,
however, G ncinnati had a |large increase in average passenger mleage
(16.6 percent), indicating a significant shift. im the market m x.
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CHANGES | N AVERAGE FARE, MEDI UM HUBS, 1979-19&%
(Hubs Arrayed in Descending Oder by Percent Change)

-iowyerage. Fare (§)

Medi um Hubs 1879 _ ... 1988 Percent_ _ Change, 1979-1988
G ncinnati, OH $ 82.91 $ 168.85 1038 . 7%
Dayt on, OH 89.56 165.55 84.8
Ral ei gh/ Durham NC 84.04 155..06 84.5
Jacksonville, FL 89.54 153.15 71.0
Nashville, TN 85..%7 144 .86 69..3
Rochester, NY 79.31 133.06 67.8
M | waukee, W 87.41 146..19 67..2
Remm, NV 69.91 115.5% 65..3
d evel and, OH 79..38 130..04 63.8
Col unbus, COH 84.13 134.68 60.1
Syracuse, NY 85.30 134..42 57..6
Norfol k, VA 80..02 124.83 56..0
Sacramento, CA 86..93 134..37 55.1
| ndi anapolis, IN 86.88 133.29 53..4
Hartford, CT 98..80 150..03 51.9
Buf fal o/ N agara Falls, NY 79..23 114.39 44.4
Nati onal Average 96.18 136..13 41.5
West Pal m Beach, FL 101.10 138.84 37..3
New Ol eans, LA 98.84 129.77 31.3
Portl and, OR 119.31 153.74 28.9
San Jose, CA 108..02 130..88 21.2
Ft. Myers, FL 105.69 125.45 18..7
Tul sa, K 106.24 118.1% 11.2
&l ahoma Cty, K 109..21 118..39 8.4
Austin, TX 105..07 111.65 6.3
Ontario, CA 120.12 124.46 3.6
Tucson, AR 121.14 124..25 2.6
San Antonio, TX 118.68 113.85 - 4.1
Al buquer que, NM 121.70 108..27 -11..0
El Paso, TX 137.15 110.8% -19.2

Source: Origin-Destination Survey or Airline Passenger Traffic - Donestic.
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Average fares at the 29 medium hubs in 1979 ranged from $69.91
at Renmo to $137.1% at El Paso. In 198%, average fares ranged from
$108..27 at Al buquerque, New Mexico to $168.85 at C ncinnati. Unl i ke
| arge hubs, the range between high and |ow fares narrowed from 96
percent in 197% to 56 percent in 1988&.

Table fr-% and Chart 11-D show the distribution of fare changes
at the nedi um hubs. The nodal group was the 60.@ to 69.9 percent
group, Wwhich contained 6 hubs. In terns of the national average of

41.5 percent, 16 hubs were above the average and 13 were bel ow

CHANGES IN AVERAGE FARE
MEDIUM HUBS, 197®~I! 988
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CHANGE | N AVERACE FARE, MEDI UM HUBS, 1979-1988

Per cent Change, Nunber of
1979-1988 Medi um Hubs Percent of Medium Huhs*
Decr ease 3 10.3
0.0 - 9.9 4 13.8
10.0 - 19.9 2 6.9
20.0 - 29.9 2 6.9
30.0 - 39..9 2 6.9
40.0 - 49.9 1 3.4
50.0 - 59..9 5 19.2
60..0 - 69.9 6 20..7
70..0 & over 4 13.8
Tot al 29 100..0

¥ Percentages do not add to 100.0 due to rounding.
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CHANGES | N AVERAGE FAREL SMALL HUBS. _13979-1983

Tabl es LI-6 and LE=7

Changes in average air fares at the small hubs between 1979 and
1988 ranged from 112..7 percent at Huntsville, Alabana to a decrease
of 21.9 percent at Mdl and/ Odessa, Texas. The fare increase at
Huntsvill e averaged 8.7 percent per year, a rate considerably higher
than the rate of increase in the Consuner Price Index for this period
of 5.6 percent per year. (Table 1I-6)..

Fare increases at the nore concentrated hubs did not appear to
be particularly higher than nornal. (Chart 11-E).
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Average fares at the 56 snmall hubs in 1979, ranged from $67.51
at Long Island MacArthur (Islip), N.Y., to $159.16 at Col orado
Springs, Col orado. In 1988, average fares ranged fram $80.80 at
Lubbock, Texas to $208..72 at Huntsville, Al abam. The range between
high and | ow fares wi dened from 136 percent in 1979 to 158 percent
in 1988.



¥

*
L 4

CHANGES | N AVERAGE FARE, SMVALL HUBS, 1979-1988

(Hubs Arrayed in Descending O der

_ - Average _Fare ($)_ _

N Smal | Hubs - - . . 1979 T
Huntsville, AL $ 98.13
Fresnm, CA 72..89
Chatt anooga, TN 87.34
Shreveport, LA 85.90
Jackson, M5 88.61
Knoxville, TN 84.10
Ft. Wayne, IN 86 :29
Lexi ngton, KY 84.42
Saginaw Bay Cty, M 87.11
Greensboro, NC 83.50
R chnond, VA 86..44
Louisville, KY 82.56
G and Rapids, M 82.75
Col unmbi a, SC 86..46
Molliines, |IL 85.98
Boise, ID 90.68
Charl eston, W 80.39
Mobi l e, AL 92.08
Geenville, SC 89.09
Spokane, WA 87.41
Cedar Rapids, 1A 88.39
Al l entown, PA 90..5%
Long Island MacArthur, NY 67.51
Roamakes, VA 82.68
Harrisburg, PA 89.13
Bat on Rouge, LA 93.22
Madi son, W 88.98
Tol edo, OH 84.3%
Tal | ahassee, FL 79.28
Bi rm ngham AL 83.82
Des Mbines, |A 88.48
Sout h Bend, IN 88..77
Savannah, GA 88.11

- -1988.

$ 208.72
152..12
179.50
167..25
172.41
160..96
163..73
159..69
164.10
155..82
160..8%
152.01
152.15
158..07
156..6%
164..79
146.10
167..21
161.41
156.65
157.38
161..01
119.19
144..87
155..45
162..08
154.28
144..03
134..17
139.70
146..45
146.84
143..06

by Percent Change)

Percent i _Chan919,79r19m

112.7%

108.7

105.5
94..7
94..6
91.4
89..7
89.2
88..4
86..6
86.1
84.1
83..9
82.8
82.2
81.7
81.7
81.6
81.2
79..2
78..1
71..7
76..6
75..2
74..4
73..9
73..4
70..7
69.2
66..7
65..5
65..4
62.4

€9



CHANGES I N AVERAGE FARE, SMALL HUBS, 1979-1983
(Hubs Arrayed in Descending Order by Percent Change)

---Average. Fare (80 ..

. . - ___smam _Hubs .._ . . . 1979 - 1988 Per cent. . Change, | 1979-19%%
Sioux Falls, SD $ 94.18 $152.91 62.4
Eugene, OR 98.20 158.2% 61.2
Palm Springs, CA 108 .03 170.86 58.1
Charl eston, SC 87.92 138.73 57.8
Al bany, NY 90.73 142 95 57.6
Omha, NE 91 .56 144 .00 57.3
Provi dence, R 88.41 137.09 55.1
Portl and, ME 88.91 136.09 53.1
Li ncol n, NE 94 .87 144 .86 52.7
Akron/ Cant on, OH 80.00 121.08 51.4
Billings, M 99 .17 150.06 51.3
Burlington, VT 86 .87 129.87 49.5
Little Rock, AR 89.21 129.82 45.5
Dayt ona Beach, FL 87 .54 126.82 44.9
Nati onal Average 96.18 136.13 41.5
Mel bour ne, FL 103.64 142.70 37.7
Hardlliingsm, TX 75 .92 103.32 36.1
Wchita, KS 120.43 155.66 29.3
Sarasotta/Badbnitoon, FL 99.78 127.3% 27 .6
Amarillo, TX 82.80 102.00 23.2
Cor pus Chriistti, TX 91.59 112.54 22.9
Col orado Springs, CO 159.16 145.70 = 8.5
Lubbock, TX 95.65 80.80 =15.%
M dl and/ Gdessa, TX 110.3% 86.17 =21.9

Source: O] oL n._-_[;)estj nati on Surwvexaff Airline Passenger._Traffic

-_ Danesti c.

- 19
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Tabl e II~7 and Chart |1-F show the distribution of fare changes
at the small hubs. Thirty-eight of the changes were concertratted
bet ween 50.® and 89.8 percent, wth the 80.0-8%.% percent group being
t he nodal group. In terns of the national average of 41.5 percent,
47 smal|l hubs were above the average and 9 were bel ow.

CHANGES IN AVERAGE FARE
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CHANGE | N AVERAGE FARE, SNMALL HUBS, 1979-1988

Percent Change, Nurmber of
1979-1988 Smal | Hubs Percent of Small Hubs*
Decr ease 3 5.4
0.0 - 9.9 0 0.0
10.0 - 19.9 0 0.0
20..0 - 29.9 4 7.1
30.0 - 39.9 2 3.6
40.0 - 49..9 3 5.4
50.0 - 59.9 9 16..1
60..0 - 69..9 7 12.5
70.0 - 79..9 9 16.1
80..0 - 89.9 13 23.2
90.0 - 99.9 3 5.4
100..0 & over 3 5.4
Tot al 56 100..@

# Percentages do not add to 100.® due to rounding.
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CHANGES | N AVERAGE FARES, NONHUBS|..-1979-198%8
Tabl es 1II-8 and IL-9

Changes in average air fares at the nonholss between 1979 and
1988 ranged from 466.8 percent at Ottwmmes, |lowa to a decrease of
30..9 percent at Walla Walllll, Washington. These smaller points are
nore susceptible to large changes in the market m x and nmany are
represented by relatively small nunbers of sanple tickets so changes
can be expected to be nore volatile than at the hubs.

The nonhub group contains 362 cities. These have not been
arrayed as in the case of the hubs, but full data for each are shown
in Appendix Il1-1. Table II-8 lists the 18 nonhubs having the highest
i ncreases (150 percent or nore). As can be seen, a nunber of these
have relatively small nunbers of sanple tickets.

Average fares at the 362 nonhubs in 1979 ranged from $36..5% at
Ottuwmws, |lowa to $263.50 at Marshall, M nnesota. In 1988, average
fares ranged from $45.75 at New Bedford, Mssachusetts to $323.95 at
Canden, Arkansas. The range between high and |low fares narrowy
slightly from 621 percent in 1979 to 608 percent in 1988.

Table IC-9 and Chart [1-G show the distribution of fare changes
at the nonhukss. The nodal group was the 70.0-79..9 percent group,
whi ch included 47 points. In ternms of the national average of 41.5

percent, 287 nonhubs were above the average and 75 were bel ow

CHANGES IN AVERAGE FARE
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NONHUBS W TH | NCREASES | N AVERAGE FARES
OF 150 PERCENT OR MORE, 1979-198%
(Arrayed in Descending Order by Percent Change)

Per cent
Sanpl e . Passansrs Average_Fares (§) Change

- - Gty - 1979 —1988- - 1979 — 1988 1979-1983
Ottwmusg, | A 220 30 $ 36.55 $207.17 466..8
Mount Vernon, |IL 435 26 56..47 216.65 283..7
Borrego Springs, CA 1 24 60.00 213..42 255..7
Medawasia/ MAtt. Kent, M 10 20 62..80 186..55 197..1
Cuniberdlanti, ME 167 67 91.43 267..52 192..6
Ely, NV 313 101 84.63 246..9% 1%h. 8
Bullhead Cty, Az 7 187 53.00 151.19 185.3
Wiite Plains, Ny 3,943 34,704 49.81 139..47 18 &
Cedar Cty, UT 324 305 79..53 218.9%9 175..4
Viisadliisg, CA 1,630 1,551 49.50 135.28 173..3
Eilkay, NV 1,030 1,409 91.22 248.88 172.8
Lacomism, NH 508 41 76..21 204..73 168.6
Montpelier/Barre, VT 472 96 46.94 123.7% 163..6
Jackson, TN 1,869 990 82.72 215.16 160..1
Burlington, 1A 4,315 1,353 91.3% 233:39 155.5
Kokamn, | N 2 21 103..00 262..29 154..7
Gadsdizn, AL 328 81 90..94 228.52 151..3
Garden City, KS 562 111 121..49 304..60 150..7

Source:  Origin-Destination rvey _of* Ariine Passenger Traffic_ - Dopmestic.
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CHANCGE | N AVERAGE FARE, NONHUBES, 1979-1988

Percent Change, Nunber of
1979-1988 Nonhubs Percent of Nonbubg*

Decr ease 16 4.4
0.0 - 9.9 6 1.7
10..0 - 19.9 14 3.9
20.0 = 29.9 11 3.0
30.0 = 39.9 25 6.9
40.0 = 49.9 23 6.4
50.0 = 59.9 44 12.2
60.0 = 69.9 41 11.3
70.0 = 79.9 47 13.0
80.0 = 89.9 24 6.6
90.0 = 99.9 21 5.8
100.0 - 109..9 27 7.5
110..0 - 119.9 20 5.5
120.0 ~ 129..9 11 3.0
130.0 - 139..9 a 2.2
140.0 = 149.9 6 1.7
150.0 & over la 5.0
Tot al 362 100.0

;__Eércentages_ag—not add to 100.0 due to rounding.
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NUVBER- AND PERCENT Ok -HUBS_. AND NONHUBS_ HAVI NGj CHANGES | N

AVERAGES FARES _BELOMAND ABOVE. NATI ONAL ~AVERACE. 1979-198%

Table IL-10

Large hubs, which have a great inpact on the national average
fare increase, were fairly evenly divided, with 12 bel ow the average
and 15 above. Medi um hubs had 13 bel ow average and 16 above. Smal |
hubs had 9 bel ow average (16 percent) and 47 above (84 percent).
Nor - hubs had 75 bel ow average (21 percent) and 287 above (77 percent).
O the 474 points, 109, or 23 percent, had a fare change bel ow the
nati onal average, while 36%, or 77 percent, had a change above the
aver age.



NUMBER AND PERCENT OF HUBS AND NONHUBS HAVI NG CHANGES
IN AVERAGE FARES BELOW AND ABOVE NATI ONAL AVERAGE

1979-1988
Nunmber .of Hubs_--_ _ _ .  ____._. Percent of Hubs_--____
Hub C ass B£low Average  Above Average Bel ow Average  Above Aversas
Lar ge 12 15 44% 56%
Medi um 13 16 45 55
Smal | 9 47 16 84 '
~J

Nomnihuky 75 287 21 79 .

Tot al 109 365 23 11

Sour ce: Qigin-Destinatian. Sukvey-off Airline Passenger Traffic - Donestic.
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CHANGES | N AVERAGE FARESLARGE HUBS, -1984-1983

Tables If-11 and ftf-12

Changes in average air fares at |arge hubs between 1984 and
1988 ranged from 30.1 percent at Houston to a decrease of 17.5
percent at Chicago. These conpare with a national average of 1.2
per cent. The 30.1 percent increase for Houston averages 6.8 percent
per year, which is higher than the increase in the Consuner Price
I ndex, which averaged 3.3 percent per year. (Tabl e 11I-11))..

Chart 1l1-H arrays the fare changes for the |arge hubs. Most
of the concentrated hubs were above the national average increase
of 1.2 percent: Houston, Dalllas/Mt. Wrth, Baltinore, M nneapolis/
St.. Paul, Menphis, Salt Lake Gty, Charlotte, Pittsburgh and St.
Louis. Atlanta and Detroit were bel ow
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CHANGES | N AVERAGE FARE, LARGE HUBS, 1984-1983
(Hubs Arrayed in Descending Oder by Percent Change)

Average_ Fare ($§I--

Large Hubs &_  _d- 1984 1988. . Percent Change, 1984-1988
Houst on, TX $ 98.71 $ 128.42 30.1%
Dalllas//Ftt.. Wrth, TX 114..66 138.93 21.2
New Yor k/ Newar k, NJ 117.00 141.38 20.8
Bal ti nore, MD 133.23 147.79 10..9
Boston, NMNA 124..8% 137.73 10..3
M nneapolis/St. Paul, M 146..42 159..7% 9.1
Menmphis, TN 168..5@ 175.838 4.4
Denver, CO 124.74 130..05 4.3
Salt Lake City, UT 161.38 167..32 3.7
Charlotte, NC 153..66 159..07 3.5
Pittsburgh, PA 128.10 130.61 2.0
Washi ngton, DC 133..27 135.32 1.5
St. Louis, MO 143..45 145.32 1.3
Nati onal Average 134.51 136..13 1.2
Atlanta, GA 172.81 170.38 - 1.4
Tanpa/ St. Petersburg, FL 134.7% 132.00 - 2.0
Phi | adel phia, PA 156..11 151.85 - 2.7
Los Angel es/ Burbank/ Long Beach, CA 143..09 138..28 - 3.4
Mianmii/Ftt.. Lauderdale, FL 141..26 131.53 - 6.9
San Franci sco/ Cakl and, CA 147..63 137.26 - 7.0
San Diego, CA 123.65 114.92 - 7.1
Detroit, M 139.16 125.31 -10..0
Kansas Cty, MO 126..00 113.31 -10..1
Ol ando, FL 131.65 117.82 -10.5
Seattl e/ Tacoma, WA 174..66 154.79% -11..4
Las Vegas, NV 108..69 93.99 -13..5
Phoeni x, AZ 113.57 97.19 -14..4
Chi cago, IL 152..3%9 125..69 ~17..5

Source: Oigin-Destination Suryey of Airline Passenger Traffic-Donmestic.
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Average fares at the 27 large hubs in 1984 ranged from $98.71
at Houston to $174.66 at Seattl e/ Tacona. In 198®, average fares
ranged from $93.9% at Las Vegas to $175.88 at Menphis. The range
between the high and Iow fares w dened from 77 percent in 1984 to 87

percent 1988.

Table II-12 and Chart |1-1 show the distribution of fare
changes at the |arge hubs. Fourteen hubs (52 percent) had decreases
in" average fares. Eight fell in the 0.0 to 9.9 percent group and
five had increases exceeding 10 percent. In terns of the nationa

average of 1.2 percent, 13 |large hubs were above the average and 14
wer e bel ow.
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CHANGE | N AVERAGE FARE, LARGE HUBS, 1984-1988

Per cent Change,
1984-1988 _
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CHANGES. I.N_AVERAGE FARES. MVEDI|UM_HUBS . 1984-1988
Tables II-13 and II-14

Changes in average air fares at the nedium hubs between 1984
and 1988 ranged from 24.8 percent at Norfolk, Virginia, to a decrease
of 27.1 percent at Ft. Mers, Florida. The 24.8 percent fare
increase for Norfolk averages about 5.7 percent per year, which is
above the rate for the Consunmer Price Index for the period of 3.3
percent per year. (Tabl e 11-13)..

Two concentrated hubs had fare changes above the nationa
aver age: Ral ei gh/ Durham and G nci nnati . (Chart 11-7J)

CHANGES IN AVERAGE FARE
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Average fares at the 29 nmedium hubs in 1984 ranged from $93.31

at Buffalo/N agara Falls to $172.1®@ at Ft. Mers, Florida. In 1988,
average fares ranged from $108.27 at Al buquerque, New Mexico to
$168..85 at Cincinnati. The range between high and |ow fares narrowed

from 84 percent in 1984 to 56 percent in 1988.



CHANGES | N AVERAGE FARE, MEDI UM HUBS, 1984-198%
(Hubs Arrayed in Descending Oder by Percent Change)

. —Average _Fare_ ($)

e mmm - o Medi um. HubsS \ae - 7 .. 1984 - 1988 . Percent. . Claage), 1984-19&3
Nor f ol k, VA $ 99.99 $ 124.83 24.8%
Buf fal o/ Nlagara Falls, NY 93.31 114.39 22..6
Syracuse, NY 110.76 134.42 21..4
Austin, TX 93.64 111.65 19.2
Jacksonville, FL 134..11 153.15 14.2
Tul sa, K 103.46 118.18 14.2
Ral ei gh/ Durham NC 136..82 155..06 13..3
Al buquer que, NM 96.45 108..27 12..3
El Paso, TX 100.88 110.85 9.9
San Jose, CA 119.64 130.88 9.4
San Antonio, TX 104..6% 113..8% 8.8
G ncinnati, OH 160..34 168.85 5.3
&l ahoma Cty, K 113.64 118.39 4.2
Sacranento, CA 129..62 134.87 4.1
New Ol eans, LA 125.24 129..77 3.6
Col unbus, OH 130..34 134.68 3.3
Nati onal Average 134..51 136..13 1.2
Dayt on, OH 164..89 165..55 0.4
Remmy, NV 115.77 115.55 - 0.2
West Pal m Beach, FL 141.9% 138.84 - 2.2
Ontario, CA 128..7% 12446 - 3.3
Portl and, OR 159..23 153.74 - 3.4
Hartford, d 157..61 150..03 - 4.8
Rochester, NY 142.40 133..06 - 6.6
Nashville, TN 159..32 144 .86 - 9.1
Tucson, AZ 140.0% 124.25 -11..3
C evel and, OH 149..59 130..04 -13..1
M | waukee, W 170..37 146..19 -14..2
| ndi anapolis, IN 159..7% 133.29 -16..6
Ft. Mers, FL 172.1@ 125..4% -27..1

Source: QOcigin- Dgsfi?@i_on ~Sucvey of Airline Passenger_ Traffic - _Donestic.
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Tabhe II-14 and Chart II-K shew the distribuftiem of fare
changes at the medium hub&. Sixteen hubs were betweem -9.9 and
+9..9 percenit. The fiodal group was the 0.0 to 9.9 percenmt change
groyp, which included 9 hubs. In ternms of the natieml average
of 1.2 percentt, 16 hubs were above the average and 13 wetre bellaw.

CHANGES IN AVERAGE FARE
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CHANCE | N AVERAGE FARE, MEDI UM HUBS, 1984-1988

Per cent Change, Nunber of
1984-1988 Medi um Hubs Percent of Medi um Hubs*
20.®) = (29.9) 1 3.4
0. = (9.9 4 13.8
( 0.1) = ( 9.9 7 24.1
0.0 = 9.9 9 31.0
10.0 = 19.9 5 17.2
20.0 & over 3 10.3
Tot al 29 100..0

* Percentages do not add to 100.0 due to rounding.
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CHANGES | N. AVERAGE _.FAfRGn - SVALL - HUBS. 1984-19883
Tables II-15 and II-1&

Changes in average air fares at the small hubs between 1984 and
1988 ranged from 65.0 percent at Burlington, Vernont to a decrease of
23..7 percent at Birm ngham A abama. The fare increase at Burlington
averaged 13.3 percent per year, which was far in excess of the 3.3
percent average annual rate of increase in the Consuner Price |ndex

in this period. (Tabl e 11-1%))..

Some of the higher fare increases occurred at concentrated hubs
such as Burlington, Vernont, Harliinggsn, M dl and/ Cdessa, Amarillo and
Lubbock, Texas, and Greensboro, NC, but other concentrated hubs such
as Eugene, Oregon, Roamalkes, Virginia and Shreveport, Louisiana had
bel ow average changes. (Chart 11-L).

CHANGES IN AVERAGE FARE
90 SMALL HUBS, 1984-1983
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CHANGES | N AVERAGE FARE, SMALL HUBS, 1984-19%3
(Hubs Arrayed in Descending Order by Percent Change)

— _Average Fare (%)

Smal | Hubs - 1984 ---89888 Percent_ Change| - 1984-1988
Burlington, VT $ 78.71 $ 129.87 65. 0%
Portland, ME 93..17 136..09 46..1
Harlliimgem, TX 76.44 103.32 35.2
Fresno, CA 118..69 152.12 28..2
Cor pus Chriigttdi, TX 88.44 112.54 27..3
Col orado Springs, CO 116..61 145.7@ 24.9
M dl and/ Cdessa, TX 71.88 86..17 19..9
Amarillo, TX 85..66 102.00 19.1
Lubbock, TX 71.45 80.80 13.1
Long Island MacArthur, NY 110..3®@ 119..19 8.1
Bat on Rouge, LA 151..26 162.08 7.2
G eensboro, NC 150..37 155..82 3.6
Ri chnond, VA 155..9% 160..89 3.2
Pal m Springs, CA 166..29 170..86 2.7
Billings, M 146.32 150..06 2.6
Wchita, KS 152.71 155..66 1.9
Sioux Falls, SD 150..42 152.91 1.7
Mel bourne, FL 140..6% 142.70 1.5
Nati onal Average 134.51 136..13 1.2
Jackson, M5 170.71 172.41 1.0
Oraha, NE 142.73 144.00 0.9
Chattanooga, TN 179..05 179..50 0.3
Gand Rapids, M 152.77 152.15 - 0.4
Lincol n, NE 146..66 144.86 - 1.2
Geenville, SC 164.19 161.41 - 1.7
Madi son, W 157..52 154.28 - 2.1
Ft. Wayne, IN 167..42 163.73 - 2.2
Spokane, WA 160..61 156..6% - 2.5
Des Mines, |A 150..8% 146..45 - 2.9
Huntsville, AL 215.88 208..72 - 3.3
Tol edo, OH 148.92 144.03 - 3.3
Louisville, KY 158..59 152.01 - 4.1
Charl eston, W 152..6% 146..1@® - 4.3

18



CHANGES |IN AVERAGE FARE, SMALL HUBS, 1984-19%3

(Hubs Arrayed in Descending O der

Averare Fare (§) -

1984 _

______ Smal | Hubs
Little Rock, AR
Roamalkae, VA

Moliinee, IL

Shreveport, LA

Lexi ngton, KY
Knoxville, TN

Col unbia, SC
Sarasoita/Badbntoon, FL
Savannah, GA

Cedar Rapids, 1A

Eugene, OR
Boise, ID
Mobi l e, AL

Akron/ Canton, OH
Harrisburg, PA

Tal | ahassee, FL
South Bend, IN
Saginaw Bay City, M
Provi dence, R
Charl eston, SC

Al |l entown, PA

Al bany, NY

Dayt ona Beach, FL
Bi rm ngham AL

Source: Origin-Destination Survey of_ Airline. Passenger Traffic -

13°77.95
155..00
168..40
181..63
173.93
176..81
173.97
142.28
159..91
177..11
178.08
185.81
189..43
137..46
176..42
153..43
170.79
194..64
165.53
169..29
199.16
179.11
163..33
183..18

1988

129..82
144..87
156..66
167..25
159..6%
160..96
158..07
127.35
143..06
157.38
158.25
164.79
167.21
121.08
155..45
134..17
146..84
164..10
137..09
138..73
161..01
142..95
126..82
139..7@

by Percent

Perce

Change)

nt CHasg | 1984-19%B
5.9%

11
No
]
&

28
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Average fares at the 56 small hubs in 1984 ranged from $71.45
at Lubbock, Texas to $215.88 at Huntsville, Al abanma. In 1988,

average fares ranged from $80.8® at Lubbock, Texas to $208.72 at
Humtsvillle. The range between high and |low fares narrowed from 202
pertdent in 1984 to 158 percent in 1988.

Tabl e II-1®& and Chart 11-M show the distribution of fare
changes at the small hubs. Thirty of the hubs (54 percent) were
i ncl uded between -9.% and +9.9% percent. In terns of the national

average of 1.2 percent, 18 small hubs were above the average and
38 were bel ow

CHANGES IN AVERAGE FARE
SMALL HUBS, 1984= 1988
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CHANGE I N AVERAGE FARE, SMALL HUBS, 1984-1983

Percent Change, Nunber of
1984-1988 . Smal | Hubs Percent of Small Hubs*
(20.®) - (29..9) 3 5.4
(10.@)) - (19.9) 14 25.0
( 0.1) - ( 9.9) 18 32.1
0.0 - 9.9 12 21..4
10.0 - 19.9 3 5.4
20.0 - 29.9 3 5.4
30.0 & over 3 5.4
Tot al 56 100..0

¥ Percentages do not add to 100.0 due to rounding.




- 85 -

CHRBIGES | N .AVERAGE FARES, . NONHUBS, , 1984136888

Tabl es IE-17 and IE-18

Changes in average air fares at the nonhubs between 1984 and
1988 ranged from 88.4 percent at Cedar Cty, Uah to a decrease of
74..2 percent at New Bedford, Massachusetts. As described in the
section on the 1979-1988 changes, these small points are nore
susceptible to large shifts in the nmarket mx and nany are
represented by relatively small nunbers of sanple tickets so changes
can be nore volatile than at the hubs.

The 362 nonhub cities are listed in Appendix Il1-1. Table
[E-17 lists the 16 nonhubs with the highest increases (40 percent
or nore) between 1984 and 1988. As with the 1979-19%®B data, severa
have relatively small nunbers of sanple tickets.

Average fares at the 362 nonhubs in 1984 ranged from $80.84 at
Atlantic Gty, N.I. to $268.43 at Mamittowosg, W sconsin. In 198X,
average fares ranged from $45.75 at New Bedford, Massachusetts to
$323.95 at Canden, Arkansas. The range between high and |ow fares
wi dened from 232 percent in 1984 to 608 percent in 1988.

Table IE-18 and Chart 11-N show the distribution of fare
changes at the nomhuwitss. The nodal groups was the -0.1 to -9.9
percent group, which included 82 of the 362 nonhuwfs. In terns of the
nati onal average of 1.2 percent, 223 nonhubs were bel ow the average
and 139 were above.

CHANGES IN AVERAGE FARE
NONHUBS, 18B4~l 988
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NONHUBS W TH | NCREASES | N AVERAGE FARES

OF 40 PERCENT OR MORE,
(Arrayed in Descending. O der

Sanpl e Passengers

- Gty -1984_
Cedar Gty, UT 535
Borrego Springs, CA 45
St. George, UT 823
Los Alamess, NM 44
McAlestter,, OK 22
Laramises, W 1,899
Ccean Gty, M 91
Garden City, kS 624
Rock Springs, W 3,200
Atlantic Gty, N 16,692
East Hanpton, NY 2
Al'liance, NE 18
Scottsblluffff,, NE 3,481
EMy, N 147
Carbondal e, 1L 316
Las Cruces, M 12

1988

305
24
427
30
36

459
49
111
1,219
9,772

33

41
1,647
101
51

65

1984-1983
by Percent Change)

Aver age Fare($)
1984 1988

$116..26 $218..99
116..76 213..42
111.08 193..82
119.75 198..07
144 .32 237..44

120..37 196..22
117..63 189..47
198..83 304..60
152.70 229.35

80..84 120.60

159..00 231..67
197..72 284.41
126..4% 181.71
173.47 246..96
133..27 189..41

168..75 238..2%

Per cent
Change
1984-198B

88. 4%
82.8
74..5
65..4
64.5

63.0
61.1
53.2
50..2
49..2

45.7
43.8
43.7
42.4
42.1

41.2

Sour ce: O gl h- Dest i nat i.an.Survey of Airline._Passenger..Traffic_ -

Dopesti c.

98
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CHANGE | N AVERAGE FARE, NONHUBS, 1984-1988

Per cent Change, Nunber of

1984-1988 Nonhulbss Per cent of _Nonhubs
(50.®) & over 1 0.3
(40.®) - (49.9) 12 3.3
(30.®) - (39.9) 24 6.6
(20.®) - (29..9) 36 9.9
(10.®) - (19..9) 59 16.3
( 0.)) - ( 9.9) 82 22.7

0.0 -~ 9.9 66 18..2
10.0 - 19.9 31 8.6
20.0 - 29.9 23 6.4
30.0 - 39.9 12 3.3
40.0 - 49.9 7 1.9
50.0 & over 9 2.5

Tot al 362 100.0
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NUVBER AND PERCENT OF HUBS AND_ NONHUBE HAVI NG CHANGES | N
AVERAGE F2%ES BELOV AND ABGWE-NZZIJONAL AVERAGE, 1984-1983

Table LI-19

In the 1984-1988 period, 14 of the 27 large hubs had fare
changes below the national average and 13 were above. For nedi um
hubs, 13 were bel ow average and 16 were above. For small hubs, 38

(68 percent) were below the average and 18 (32 percent) were above.

For nonhuibs, 223 (62 percent) were below the average and 139 (38
percent) were above. O the 474 points, 288, or 61 percent, were
bel ow the national average and 186, or 39 percent, had a change

above the average.

A



NUVBER AND PERCENT OF HUBS AND NONHUBS HAVI NG CHANGES
I N AVERAGE FARES BELOW AND ABOVE NATI ONAL AVERAGE

1984-1988
- -Number _of Hubs -- _ - - - -Percent of Hubs_--_ _
Hub O ass Below_Aver age Above Average Bel ow Aver age Above Average
Large 14 13 52% 48%
Medi um 13 16 45 55
Small 38 18 68 32
Nonhulb 223 139 62 38 .
o
Tot al 288 186 61 39 '
Source:  Origi n-Desfination Survey of _Airline Passenger Traffic - Domestic.
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ALTERNATE MEASURES OF PRICECHANGE

Tables 1120 to 1123

Changes in average fares from one period to another reflect not
only the actual changes in fares in each city-pair but also the
changing market mix, as some markets gain in passenger volume and
some lose, either absolutely or relatively. Price indexes can be
prepared to reflect only the price change component by using fixed
traffic (passenger) weights. Two examples are the base-year weighted
fares, where the numbers of passengers are from the base year (the
Laspeyres formula), and the current-year weighted fares, where the
numbers of passengers from the most recent year are the weights (the

Paasche formula) . The formulas are:
Lespeyres Price Index: Z Q79 Pgg x 100
9 Hb79
Where Q79 passengers in calendar year 1979

passenger fare in calendar year 1988
passenger fare in calendar year 1979

Ps8
P79

Paasche Price Index: zQ P x 100
—lzﬂ@ggﬁ%” loo

Where Q88 = passengers in calendar year 1988
pPgg = passenger fare in calendar year 1988
579 = passenger fare in calendar year 1979

Indexes using these formulations have been prepared as
alternative measures of price change. The results are shown below
for both the 1979-1988 and 1984~1988 periods. In the 1979-1988
comparison note that the difference in the two weighted indexes is
the smallest for the large hubs, the most stable markets. The
differences are progressively greater as hub size declines. The
difference is about 18 percentage points for small hubs and nom=-
hubs, the markets which reflect the most sweeping changes since
deregulation. All of the 1988-weighted indexes show lower increases
in fares than the 1979-weighted indexes. The 1988-weightexi indexes
reflect the structure and market mix of the industry in 1988 and are,
arguably, the most useful measure of price changes. The 1979-
weighted indexes reflect the structure and market mix of 1979, when
the industry was much different than today.

1979-1988
Percent Change 1 N Fare. 1979 to 1988

Change in 1979 Traffic - 1988 Traffic =
Hub Tvbe Nominal Fares Wediahted Faaes Wediahted Fares
Large 38.3% 42.39% 34008
Medium 38.9 43.1 30.1
Small 59.4 63.9 45.5
Klonhub 61.4 67.3 49.1

Total 41.5 46.3 35.1
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In the 1984-1988 comparison the two indexes show declines of
1.0 and 7.3 percent using the 1984 and 1988 weights, respectively.
In all cases the hub data show areater decreases for the 1988-
weighted indexes vs. the 1984-weighted increases.

1984-1988
Percent Change in Fare, 1984 to 1988

Change in 1984 Traffic - 1988 Traffic -
Hub Tybe Nominal Fares Wédishted Fares Weighted Fares
Large 1.44% - 0.A44% - 6.33%
Medium 2.6 - 2.0 - 9.2
Small - 0.4 - 2.8 -10.0
Nonhub - 6.3 - 1.9 - 7.0
Total 1.2 - 1.0 - 7.3

In interpreting the nominal price changes it is important
to be aware of the fact that changes in average mileages, as they
reflect the changing mix of passengers, have an impact on the
fare changes measured. The Laspeyres and Paasche indexes hold
the market mix constant and therefore are purer measures of price
change. Tables 11-20, 1I-221 and 1I-22 show the average mileages
for the large, medium and small hubs, respectively, and the
percentage changes from 1979 to 1988 and 1984 to 1988.

Table 1I-23 shows the change in average mileage for the three
hub classes for the 1979-1988 and 1984-1988 periods and the ranges
within each hub class for each period. For example, at the large
hubs the average change in mileage per passenger between 1979 and
1988 was 3.2 percent. The range of the individual hubs varied from a
13.6 percent decrease at Phoenix to a 21.7 increase at Salt Lake
City. (Table 11~20).
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AVERAGE M LEAGE PER PASSENGER, LARGE HUBS
1984 and 1988

197%,,

w- k- Average M- eage__=

- - - - - Hik - - _ . 1979 1984 1988
Atl anta, GA 643 688 741
Baltinore, ND 852 812 935
Bost on, MA 863 816 947
Charlotte, NC 595 614 640
Chicago, IL 788 808 829
Dalllas/Mt. Wrth, TX 776 663 714
Denver, CO 893 913 980
Detroit, M 752 825 805
Houst on, TX 817 737 755
Kansas Cty, MO 740 762 812
Las Vegas, NV 984 908 961
Los Angeles, CA 1,268 1,142 1,195
Menphi s, TN 635 676 701
Miami//t. Lauderdale, FL 1,067 1,070 1,082
M nneapol i s/ St. Paul 808 833 888
New Yor k/ Newar k, NY 959 870 1,000
Ol ando, FL 884 925 982
Phi | adel phia, PA 880 933 928
Phoeni x, AZ 1,044 895 902
Pi ttsburgh, PA 668 620 713
Salt Lake Gty, UT 834 926 1,015
San Di ego, CA 1,135 1,004 1,057
San Franci sco/ Gakl and, CA 1,291 1,136 1,249
Seattl e/ Tacoma, WA 1,120 1,246 1,314
St. Louis, MO 709 719 744
Tanpa, FL 895 911 942
Washi ngt on, DC 742 790 853
Al'l Large Hubs 919 886 948

Source: Oigin-Destination Survey of Airline Passenger

-_-.-Percent . Change. .
979-1988 1984-1938

15.2% T7.7%
9.7 15.1
9.7 16.1
7.6 4.2
5.2 2.6

- 8.0 7.7
9.7 7.3
7.0 = 2.4

- 7.6 2.4
9.7 6.6
2.3 5.8

- 5.8 4.6
10.4 3.7
1.4 1.1
9.9 6.6
4.3 14.9
11.1 6.2
5.5 - 0.5

- 13.6 - 0.8
6.7 15.0
21.7 9.6

- 6 - 9 5 ..3
3.3 9.9
17.3 5.5
4.9 3.5
5.3 3.4
15.0 8.0
3.2 7.0
Traffic - Donestic.
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AVERAGE M LEAGE PER PASSENGER, MEDI UM HUBS,
197%, 1984 and 1988

Average M | eage Per cent _ Change

, = Hub _ 1979 1984 1988 1979- 1988 1984-1983

Al buquer que, NM 855 725 796 - 6.9% 9.8%
, Austin, TX 730 573 700 - 4.1 22.2
Buf fal o, NY 671 506 695 3.6 37..4
G ncinnati, OH 641 681 751 17..2 10..3
d evel and, COH 725 764 794 9.5 3.9
Col unbus, COH 675 667 750 11..1 12..4
Dayt on, OH 735 769 768 4.5 = 0.1
El Paso, TX 866 720 756 - 12..7 5.0
Ft. Myers, FL 1,003 1,066 1,073 7.0 0.7
Hartford, CT 935 894 1,030 10..2 15.2
| ndi anapolis, IN 669 787 796 13.9 1.1
Jacksonville, FL 735 791 809 10..1 2.3
M | waukee, W 772 849 896 16.1 5.5
Nashville, TN 626 660 681 8.8 3.2
New Ol eans, LA 813 789 858 5.5 8.7
Nor f ol k, VA 629 581 743 18..1 27..9
&l ahoma Gty, K 767 678 729 - 5.0 7.5
Ontario, CA 983 908 976 - 0.7 7.5
Portl and, OR 1,010 1,059 1,177 16..5 11.1
Ral ei gh/ Durham NC 641 631 677 5.6 7.3
Remm, NV 696 792 929 33.5 17..3
Rochester, NY 675 668 721 6.8 7.9
Sacrament o, CA 858 836 972 13.3 16..3
San Antoni o, TX 875 703 772 - 11.8 9.8
San Jose, CA 897 758 915 2.0 20..7
Syracuse, NY 709 547 807 13.8 47.5
Tucson, AZ 1,055 949 1,036 - 1.8 9.2
* Tul sa, K 728 642 685 - 5.9 6.7
W. Pal m Beach, FL 1,012 1,039 1,062 4.9 2.2
Al |l  Medi um Hubs 787 759 848 7.8 11..7

Sour ce: Origi n-Destination Survey of Airline Passenger Traffic - Donestic.
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AVERAGE M LEACGE PER PASSENGER, Swatt. HUBS,
197%, 1984 and 1988

Average M| eage_ Per cent _Change
Hub 1979 - Gs84--- -i1988 1979-1988 1984-198%
Akron/ Cant on, CH 712 641 784 10.1% 22.3%
Al bany, NY 737 859 855 16..0 - 0.5
Al l entown, PA 788 903 963 22.2 6.6
Amarillo, TX 635 537 563 - 11.3 4.8
Bat on Rouge, LA 671 721 826 23.1 14.6
Billings, M 732 703 872 19.1 24.0
Bi rm ngham AL 634 677 700 10..4 3.4
Boise, ID 731 905 955 30..6 5.5
Burlington, VT 659 482 901 36..7 86..9
Cedar Rapids, |A 766 900 896 17..0 - 0.4
Charl eston, SC 701 696 695 - 0.9 - 0.1
Charl eston, W 546 591 617 13..0 4.4
Chat t anooga, TN 623 657 696 11.7 5.9
Col orado Springs, CO 899 855 976 8.6 14.2
Col unbi a, SC 657 694 720 9.6 3.7
Cor pus Chriisttdi, TX 694 538 641 - 7.6 19.1
Dayt ona Beach, FL 830 880 894 7.7 1.6
Des Mines, |A 728 838 863 18..5 3.0
Eugene, OR 839 1,116 1,118 33..3 0.2
Fresmm, CA 687 654 936 36..2 43.1
Ft. Wayne, IN 712 730 774 8.7 6.0
G and Rapids, M 712 810 822 15..4 1.5
G eensboro, MC 622 635 663 6.6 4.4
Geenville, SC 620 638 676 9.0 6.0
Harliimgem, TX 661 531 653 - 1.2 23.0
Harrisburg, PA 666 854 813 22.1 - 4.8
Huntsville, AL 713 801 832 16..7 3.9
Pal m Springs, CA 1,026 1,064 1,302 26..9 22..4
Long Island MacArthur, NY 437 853 836 91..3 - 2.0
Jackson, M5 669 742 786 17..5 5.9
Knoxville, TN 620 675 704 13.5 4.3
Lexi ngton, KY 606 671 686 13.2 2.2
Li ncol n, NE 773 818 922 19.3 12.7
Little Rock, AR 676 644 627 - 7.2 - 2.6
Loui sville, KY 623 673 715 14.8 6.2
Lubbock, TX 588 467 512 - 12.9 9.6
Madi son, W 682 875 847 24.2 - 3.2
Mel bour ne, FL 928 993 967 4.2 - 2.6
M dl and/ Cdessa, TX 582 477 531 - 8.8 11..3
Mobi l e, AL 663 755 854 28.8 13.1



AVERAGE M LEAGE PER PASSENGER, SWWXIL HUBS,
1979,, 1984 and 1983

Average M| eage Per cent _Change. . .

] ___ Hub -1979. . 1984 1988 79-1988  1984-19%%
Mbliimes, |L 728 821 855 17 .4% 4.1%
Omaha, NE 764 811 874 14 .4 7.8
Portl and, OR 731 559 895 22 .4 60.1
Provi dence, Rl 754 949 960 27.3 1.2
R chnmond, VA 639 647 697 9.1 7.7
Roamakes, VA 514 614 648 26.1 5.5
Saginaw Bay Cty, M 775 802 876 13.0 9.2
Sarasota/Bradenttoon,, FL 944 1,028 1,018 7.8 - 1.0
Savannah, GA 679 707 746 9.9 5.5
Shreveport, LA 636 716 826 29..9 15.4
Sioux Falls, SD 678 805 872 28.6 8.3
South Bend, IN 779 829 798 2.4 - 3.7
Spokane, WA 747 856 999 33.7 16.7
Tal | ahassee, FL 544 563 576 5.9 2.3
Tol edo, OH 725 860 798 10.1 - 7.2
Wchita, KS 763 778 900 18.0 15.7
Al Small Hubs 688 767 793 15.3 3.4

Sour ce: QiEn-_Destination Survey of Airline Passenger Traffic - Donestic.
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CHANGES | N AVERAGE M LEAGE PER PASSENGER, ALL HUBS

Hub d ass
Large &/
Medi um 2/
Smal | &Y/

Large L/
Medi um &/
Smal | AV

L/ 27 lLarge hubs.
2/ 29 nmedium hubs.
&/ 56 small hubs.

197%, 1984 and 1988

1979-198%

Per cent Ciemge

3.2%
7.8
15.3

1984-1988
7.0
11.7

3.4

Range (Pstrpmt))

- Low High
=13.6% 21.7%
=12.7 33.5
-12..9 91..3
- 2.4 16.01
- 0.1 47.5
- 7.2 86.9
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Jahl es LI-24'teo L[I-27

Fare changes in the top city-pair markets of each hub (based on
1988 traffic data) were conpared with the fare changes of all other
city-pair markets of that hub. The results show that in the 1979-
1988 period the smaller markets of |arge hubs had ateater increases
than the top 5 markets. The percentage point spread was 7.6 points.
For nmedium and small hubs the increases were greater jp the top 5
markets than in the snaller mnarkets. The percentage point spread
(unweiighttes)) was 4.7 points for nedium hubs and 18.3 points for snall
hubs. See Table 11-24.

The differences between fare changes in the top 5 markets vs. all
other markets varied widely. At large hubs, for exanple, the percent-
age point spread at Olando was only 0.4 points, while at Salt Lake
Gty it was 50.7 points. The average fare in the top 5 nmarkets of
Olando increased 39.2 percent while in its other markets it increased
38..8 percent -- a difference of 0.4 percentage points. At Salt Lake
Gty, however, the average fare in the top 5 markets increased 109.2
percent, while the average in all other markets increased 58.% percent -
- a difference of 50.7 percentage points.

Shifts in the market m xes are inportant when conparing these fare
changes. Since the top 5 nmarkets are held constant there is probably
sonewhat |ess change in the weighting of those markets than in the other
smal | er markets.

Summari zed below are the large, nmedium and small hubs which had
the greatest spreads between fare changes in the top 5 markets and all
ot her markets-. (See Tables 11-2%, I[-26 and 11-27)..

Large Hubs Wth a Decrease or Lower Increase in the Top 5 _I\{a[k_etg,_l

Percent Change, 1979-83 Per cent age Poi nt Spread,

Hub Top 5 Mkits. Al Other Top 5 - Oher . _ .
Kansas Cty, MO -14.7% 31.1% -45.8
St. Louis, MO =-36..1 77..9 -41.8
Dal | as, TX 21.8 63.1 -41.3
Denver, CO - 9.5 26..1 -35.6
Detroit, M 23.6 58..7 =35.1

Large Hubs Wth a Geater Increase in the Top 5 Markets

Percent Change, 1979-8% Per cent age Poi nt Spread,

Hub Top 5 Mkts., Al O her Top 5 - Other. . .
Salt Lake Gty, UT 109.2% 58..5% 50..7
Washi ngton, DC 61.6 44.5 17.1
Seattl| e/ Tacoma, WA 41.0 25.0 16..0
Charlotte, NC 103..5 88.4 15.1

Tanpa, FL 55..8 41.7 14.1



- 98 -

Medi um Hubs Wth a Decrease in the Top 5 Markets

Percent CHaapes, 197988 Per cent age Foint Spread,

Hub Top 5 Nkts. Al other Ton . .= — — — - Bther
&l ahoma Gty, K -17..4% 23..4% -40.8
Tul sa, K - 6.8 24..3 -31.1
Austin, TX - 9.8 18.0 -27..8
San Antonio, TX ~16..6 6.6 -23.2 2
Tucson, AZ -11..3 9.5 =20..8

Medi um Hubs a Wth Gresmter Increase in the Top 5 Markets

Percent Change, 1979-83 Per cent age Poi nt Spread,

Hub - Top 5 Nkts. Al Oher Top 5 - Gher . _ .
Sacrament o, CA 125.0% 41.5% *83.5
Renmy, NV 108..8 27..3 81.5
Rall eii grth// Durrtisam NG 119..3 66..7 52.6
Syracuse, NY 87.9 43.1 44.8
Dayt on, OH 109.8 76..0 33.8

Snall Hubs Wth a Lower Increase or a Decrease in Tep % Markets

Per cent Change, 1979-83 Per cent age Poi nt Spread,

-Hub. o _ Top 5 Nkiss. Al oxee . T o p_- Qher
Little Rock, AR 14.8% 73..6% -58..7
South Bend, IN 34.2 77..7 -43.5
Bi rm ngham AL 39..4 76..6 -37..2
Pal m Springs, CA 36..9 71.8 -34.9
Mobile, AL 64..6 88.5 -23.9

Small Hubs Wth a Greater Increase in the Top 5 Markets

Percent Clagege, 1979-83 Per cent age Poi nt Spread,

Hub Top 5 MNkits. Al Oher Top 5 - Oher . B
Fresyym, CA 241.8% 55.1% 186..7 )
Harlliimgpem, TX 143..3 11.1 132.2 ’
Spokane, WA 125.6 41.2 84.4
Boi se, ID 125..9 50.0 75..9 3

Tol edo, OH 111..3 57 .01 54.2
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COVMPARI SON OF CHANGES | N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, ALL HUBS, 1979-1988%

Per cent age Poi nt

Percent Change in Average Fare Spr ead
Hub d ass Top 5 Mktex Al O her Nkits. Top 5 - Qther
Large 40.3 47.9 = 7.6
Medi um 45.5% 40.8 4.7
Small 77.9 59.4 18.5

Sour ce: Oigin-Destination Survey of Airline Passenger Traffic
Donestic.
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COVPARI SON OF CHANGES | N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, LARGE HUBS, 1979-1988

Percent Change,
— — -1979-1988 Per cent age Poi nt

Top 5 AT Oher Spr ead,
---Hub __ Mar ket s -Markets. - 20p5%..-__Oher

Atlanta, GA 102..3 99.7 2.6
Baltinmore, M 66.1 63.2 2.9
Boston, MNA 47 .4 46.3 1.1
Charlotte, NC 103.5 88.4 15.1
Chi cago, IL 21.9 44.7 =22.8
Dalllas/Mt. Worth, TX 21.8 63.1 =41.3
Denver, CO - 9.5 26.1 =35.6
Detroit, M 23.6 58.7 =35.1
Houst on, TX 11.5 30.2 =18.7
Kansas City, MO - 14.7 31.1 =45.8
Las Vegas, NV 13.4 2.6 10.8
Los Angeles, CA 13.0 25.8 =12.8
Menmphis, TN 110..9 109..7 1.2
Miami//Mt. Lauderdale, FL 32.9 31.9 1.0
M nneapolis/St. Paul, M 55.4 69.8 =14 .4
New Yor k/ Newar k, NY 45.2 46.7 = 1.5
Ol ando, FL 39.2 38.8 0.4
Phi | adel phia, PA 45.2 62.7 =17.5
Phoeni x, AZ - 36.5 - 2.1 =34.4
Pi ttsburgh, PA 74.7 63.0 11.7
Salt Lake City, UT 109.2 58.5 50.7
San Di ego, CA = 8.8 21.9 =30.7
San Franci sco/ Cakl and, CA 25.4 22.6 2.8
Seattl e/ Tacoma, WA 41.0 25.0 16.0
St.. Louis, MO 36.1 77.9 =41.8
Tanpa, FL 55.8 41.7 14.1
Washi ngton, DC 61.6 44.5 17 .1
Aver age (Uimeighted)) 40.3 47.9 = 7.6

Source: Origin-Destination Survey of Airline Passenger _Traffic -
Donesti c.
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COVMPARI SON OF CHANGES | N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, MEDI UM HUBS, 1979-19&8%

Per cent Change,

1979-19&38
Top 5 Al O her

HubI - - . Mar ket s Mar ket s

Al buquer que, NM - 16.0 - 6.3
Austin, TX - 9.8 18.@
Buf fal o, NY 50.8 45.4
G nci nnati 105..4 102..9
C evel and, H 50..3 70..3
Col unbus, OH 55..5 63..3
Dayt on, CH 109..8 76..0
El Paso, TX - 22.7 -13..1
Ft. Myers, FL 12..0 22..6
Hartford, CT 45.3 53.2
| ndi anapolis, IN 40..2 58.4
Jacksonville, FL 77..2 67..9
M | waukee, W 78..6 63..6
Nashville, TN 57..3 74..4
New Ol eans, LA 23.4 36 .01
Nor f ol k, VA 54..4 58..4
&l ahoma Cty, K - 17.4 23..4
Ontario, CA 15..5 1.1
Portl and, OR 45.8 21.6
Ral ei gh/ Durham NC 119..3 66..7
Remm, NV 108..8 27..3
Rochester, NY 87.1 58..6
Sacramento, CA 125..0 41.5
San Antonio, TX - 16..6 6.6
San Jose, CA 37..3 27..4
Syracuse, NY 87.9 43.1
Tucson, AZ - 11.3 9.5
Tul sa, K - 6.8 24.3
W. Pal m Beach, FL 32..4 42..2
Aver age (Wmweighited)) 45..5 40.8

Sour ce: Oigi n-Destinati on Survey of

Per cent age Poi nt
Spr ead,

5Top .- Oher
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COVPARI SON OF CHANGES | N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, SMALL HUBS, 1979-19&%

Per cent Change,

- - A979-1988 . . Per cent age Poi nt

Top 5 Al O her Spr ead,
- Hub - - Mar ket s - Markets._ TapS. ~.. O her
Akron/ Canton, OH 51.3 48.5 2.8
Al bany, NY 91..6 45.1 46..5
Al | entown, PA 106..2 69.5 36..7
Amarillo, TX 41.9 40.8 1.1
Bat on Rouge, LA 88..3 66.1 22.2
Billings, M 71.9 42.2 29..7
Bi rm ngham AL 39..4 76..6 - 37.2
Boise, ID 125.9 50.0 75..9
Burlington, VT 58..4 37.1 21.3
Cedar Rapids, |A 73.1 80.5 - 7.4
Charl eston, SC 65..0 56..4 8.6
Charleston, W 99..9 73..0 26..9
Chat t anooga, TN 109..@ 104..5 4.5
Col orado Springs, CO - 22.5 - 3.2 - 19.3
Col unbi a, SC 86..3 82.4 3.9
Cor pus Chriistti,, TX 50.4 21.1 29.3
Dayt ona Beach, FL 45.5 45.2 0.3
Des Mines, |A 53.3 70..4 - 17.1
Eugene, OR 80.9 35..2 45..7
Fresmym, CA 241..8 55.1 186..7
Ft. Vayne, IN 112..4 82.5 29..9
Gand Rapids, M 108.8 75..8 33..0
G eensboro, NC 114.5 71..6 42.9
Geenville, SC 84.2 78..4 5.8
Harliimgttoon, TX 143..3 11.1 132..2
Harrisburg, PA 100.8 57.8 43.0
Huntsville, AL 97 .3 120.9 - 23.6
Pal m Springs, CA 36..9 71.8 - 34.9
Long Island MacArthur, NY 101..7 61.2 40.5
Jackson, M5 104..7 90..3 14.4
Knoxville, TN 115.2 82.0 33..2
Lexi ngton, KY 116..5 77..6 38..9
Li ncol n, NE 54.8 51..7 3.1
Little Rock, AR 14.9 73..6 - 58.7
Loui sville, KY 99.2 79..7 19..5
Lubbock, TX 11.2 - 9.6 20.8
Madi son, W 80..3 71.5 8.8
Mel bourne, FL 43.8 36..4 7.4
M dl and/ Cdessa, TX - 11..3 =15.8 4.5
Mobi | e, AL 64..6 88..5 - 23.9
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COVPARI SON OF CHANGES IN AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, SMALL HUBS 1979-198®

Per cent Change,

R 197 9-1983 Per cent age Poi nt
Top 5 Al O her Spr ead,
Hub Market's _Markets  __Top 5 - Orher_

Moliimes, |L 81.5 84.1 - 2.6
Oraha, NE 71.9 53.2 18..7
Portl and, ME 68..9 44.2 24..7
Provi dence, Rl 55..4 47..7 7.7
Ri chnond, VA 114.9 73.8 41.1
Roamukes, VA 80..0 73..4 6.6
Saginaw Bay Cty, M 123.8 77..2 46..6
Sarasota/Bzdantoon, FL 21..3 31.8 - 10.5
Savannah, GA 75..8 54.9 20..9
Shreveport, LA 79..6 100..0 - 20..4
Sioux Falls, SD 67..3 58..2 9.1
South Bend, IN 34.2 77..7 - 43.5
Spokane, WA 125..6 41.2 84.4
Tal | ahassee, FL 71.0 67..6 3.4
Tol edo, OH 111..3 57.1 54..2
Wchita, KS 26..7 29.7 - 3.0
Aver age (Wnweightted) 77..9 59.4 18.5

Sour ce: Oigin-Destination Survey of Airline Passenger Traffic -
Donesti C.
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COVPARI SON OF CHANGES | N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, SMVALL HUBS 1979-1983

Percent Change,

o 197 9-1988 Per cent age Poi nt
Top 5 Al O her Spr ead,
Hub Mar ket s Mar ket s —_Top 5 - Other.

Moliimes, |IL 81.5 84.1 - 2.6
Omaha, NE 71..9 53.2 18.7
Portl and, M 68..9 44.2 24.7
Provi dence, Rl 55.4 47 .17 7.7
R chnmond, VA 114.9 73.8 41.1
Roamakes, VA 80.0 73.4 6.6
Saginaw Bay Cty, M 123..8 77 .2 46 .6
Sarasota/Bradentoon, FL 21.3 31.8 - 10.5
Savannah, GA 75.8 54.9 20.9
Shreveport, LA 79..6 100.0 - 20.4
Sioux Falls, SD 67 .3 58.2 9.1
South Bend, IN 34.2 77.7 - 43.5
Spokane, WA 125..6 41.2 84.4
Tal | ahassee, FL 71.0 67 .6 3.4
Tol edo, OH 111.3 57.1 54.2
Wchita, KS 26.7 29.7 - 3.0
Aver age (Wnweighitted) 77 .9 59.4 18.5

Sour ce: Oigin-Destination Survey of Airline Passenger Traffic -
Donesti C.




- 105 -
Medi um Hubs Wth an Incnease .in_yhe Top 5. Markets

Percent Ch 1984-83 Per cent age Foint Spread,

Hub Top 5 Nkt. Alll O her Top_5_~-_Other ___.
Syracuse, NY 62.7% -20..2% 82.9
Buffal o, NY 58.5 -21..1 79..6
Nor f ol k, VA 63..2 - 3.2 66..4
Ral eiigh/Durham, NC 46.1 - 4.6 50..7
Jacksonville, FL 39..3 -11.3 50..6

Small Hubs Wth a Decrease in the Top 5 Markets

Per cent Change, 1984-&38 Per cent age Poi nt Spread,

Hub a - Top 5 Mkts. Al O her Top 5 - Gther _
Cedar Gty, IA -26..7% - 2.4% -24..3
Molliimes, |IL -22..2 0.7 -22..9
Pal m Springs, CA - 7.3 9.0 -16..3
Akron/ Canton, CH -23..9 =12.8 -11..1
Madi son, W - 9.6 1.2 -10..8

Snmal | Hubs Wit& an Increase in the Top 5 Markets

Per cent Change, 1984-838 Per cent age Poi nt Spread,

Hub Top 5 Mkits. Al Oher Top 5 - Qther -
Portl and, M 107..8% -21.7% 129.5
Burlington, VT 106..8 =22.5 129..3
Mel bour ne, FL 26..4 -32.9 59.3
Fresmy, CA 53.2 2.2 51.0

Bat on Rouge, LA 31..6 - 3.6 35.2



- 105 -

Medi um Hubs Wth an Incnease .in_the Top. 5 Markets

Percent Ch 1984-83 Per cent age Foinat Spread,

Hub Top 5 Mkt Alll Ot her Top_5_-_Other ___.
Syracuse, NY 62.7% -20..2% 82..9
Buffal o, NY 58.5 -21.1 79..6
Norfol k, VA 63..2 - 3.2 66..4
Ral eii gh/Durham, NC 46.1 - 4.6 50..7
Jacksonville, FL 39..3 -11..3 50..6

Smal |l Hubs Wth a Decrease in the Top 5 Markets

Per cent Change, 1984-&83 Per cent age Poi nt Spread,

Hub a - Top 5 Mkts. Al O her Top 5 - Gther .
Cedar Gty, IA -26..7% - 2.4% -24..3
Molliimee, |L -22..2 0.7 -22..9
Pal m Springs, CA - 7.3 9.0 -16..3
Akron/ Canton, OH -23..9 =12..8 -11..1
Madi son, W - 9.6 1.2 -10..8

Smal | Hubs Wit® an Increase in the Top 5 Markets

Percent Change, 1984-88 Per cent age Poi nt Spread,

Hub Top 5 Mkis. Al Oher Top 5 - Qher -
Portl and, ME 107..8% =21.7% 129.5
Burlington, VT 106..8 -22..% 129..3
Mel bourne, FL 26..4 =-32.9 59.3
Fresmmp, CA 53.2 2.2 51.0

Bat on Rouge, LA 31..6 - 3.6 35.2
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COVPARI SON OF CHANGES I N AVERAGE FARES IN TOP 5 MARKETS

VS. ALL QTHER MARKETS,

_ Hub __

Atl anta, GA
Balti nore, ND
Bost on, NA
Charlotte, NC
Chicago, IL

Dalllas/Ftt.. Wrth, TX
Denver, CO

Detroit, M

Houst on, TX

Kansas Gty, MO

Las Vegas, NV

Los Angeles, CA
Menphis, TN
Miami/Ftt.. Lauder dal e,
M nneapol i s/ St. Paul,

New Yor k/ Newar k, NY
Ol ando, FL

Phi | adel phia, PA
Phoeni x, AZ
Pittsburgh, PA

Salt Lake Gty, UT
San Di ego, CA

San Franci sco/ Gakl and,
Seatt| e/ Tacoma, WA

St. Louis, MO

Tanpa, FL
Washi ngton, DC

Aver age (UWimwei ghtted)

Sour ce: Oigi n-Destinati on Survey of

Per cent Change,

oo &984-1088

Top 5 Al ther
Mar kets - Mar kets
= 0.8 = 1.7

6.4 12.6
30.2 = 4.8

= 5.8 2.3
= 20.7 =17.1
30.1 16.5

= 8.7 7 .4
16.0 = 8.7
42 .6 19.7

= 31.1 = 0.7
= 11.3 =14.6
= 8.1 = 2.3
4.4 4.4
3.4 =14.8
26.3 0.6
15.3 23.7
0.4 =16.5

= 8.5 = 2.1
= 23.3 = 8.7
33.5 =15.7
19..4 - 3.9

- 11.0 - 4.9
- 8.1 - 8.4
- 5.3 =15.6
- 7.5 5.2
12.0 -11..1
17.3 - 8.1
3.4 = 2.5

LARGE HUBS, 1984-1988

Per cent age Poi nt
Spr ead,
-Top 5. = Other. .
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COVMPARI SON OF CHANGES | N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, MEDI UM HUBS, 1984-1933

Per cent Change,

- . 1984-19388 Per cent age Poi nt
Top 5 Al O her Spr ead,

- - - - - Hub - _ Mar ket s Mar ket s Top 5 = _ Qther
Al buquer que, NM 20..4 8.4 12..0
Austin, TX 32.7 7.2 25.5
Buf fal o, NY 58.5 - 21.1 79..6
G ncinnati, COH 19.8 = 0.8 20..6
d evel and, H - 13..7 = 13..7 0.0
Col unbus, ™ 30.5 - 18.7 49.2
Dayton, OH 17 .1 = 5.9 23.0
El Paso, TX 15.5 5.0 10.5
Ft. Myers, FL - 27.6 - 26.8 = 0.8
Hartford, CT - 14.7 = 1.8 - 12.9
| ndi anapolis, IN - 16.8 - 16.5 = 0.3
Jacksonville, FL 39.3 = 11.3 50.6
M | waukee, W - 7.0 - 16.8 9.8
Nashville, TN - 19.4 - 5.0 - 14.4
New Ol eans, LA 21..2 - 7.4 28..6
Nor f ol k, VA 63.2 - 3.2 66..4
&kl ahoma Gty, K 7.4 2.1 5.3
Ont ari o, CA = 5.1 = 2.3 = 2.8
Portl and, OR 10.8 - 12..1 22.9
Ral ei gh/ Durham NC 46.1 - 4.6 50..7
Remmy, NV 6..6 - 5.9 12.5
Rochester, NY 13.5 = 18.7 32.2
Sacranment o, CA 21.0 = 13.4 34..4
San Antonio, TX 20..0 0.8 19..2
San Jose, CA 13.5 - 0.4 13.9
Syracuse, NY 62.7 - 20.2 82.9
Tucson, AZ - 6.8 - 14.3 7.5
Tul sa, K 19.0 9.5 9.5
W. Pal m Beach, FL 10..6 - 18.2 28.8
Aver age (Uimveightted)) 15.1 - 7.8 22.9

Sour ce: Oigin-Destination Survey of Airline Passenger Traffic -
Donesti c.
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COVPARI SON OF CHANGES I N AVERAGE FARES IN TOF 5 MARKETS
vs. ALL OTHER MARKETS, SMALL HUBS, 1984-1988

Per cent Change,

1984-1988_. _ _ Per cent age Poi nt
Top 5 Al Qher Spr ead,
Hub _ . _ _ _ _ Mar ket s - Markets. -Jop.5 - Other._

Akron/ Canton, CH - 19.5 - 9.5 - 10.0
Al bany, NY - 17.1 - 20.3 3.2
Al l entown, PA - 15.7 - 20.9 5.2
Amarillo, TX 18.2 14.3 3.9
Bat on Rouge, LA 31..6 - 3.6 35..2
Billings, M 15..6 - 3.3 18.9
Bi rm ngham AL - 33..6 - 20.1 - 13.5
Boise, ID - 0.8 - 17.3 16.5
Burlington, VT 106..8 - 22.5 129..3
Cedar Rapids, |A - 26..7 - 2.4 - 24.3
Charl eston, SC - 16.4 - 18.2 1.8
Charl eston, W 5.5 - 9.6 15.1
Chat t anooga, TN 2.1 - 0.2 2.3
Col orado Springs, CO 32..7 22.0 10.7
Col unbi a, SC - 6.4 - 9.4 3.0
Cor pus Chriigttii,, TX 36..1 6.7 29..4
Dayt ona Beach, FL - 9.2 - 28.8 19..6
Des Mines, |A - 7.4 - 1.3 - 6.1
Eugene, OR - 5.1 - 15.9 10.8
Fresnm, CA 53..2 2.2 51.0
Ft. Wayne, IN 15..2 - 7.3 22.5
G and Rapids, M 16..5 - 5.8 22..3
G eensboro, NC 25..7 - 9.1 34.8
Geenville, SC 18.2 - 11.6 29.8
Hariliimgem, TX 38..7 10.8 27..9
Harrisburg, PA - 4.7 - 14.0 9.3
Huntsville, AL - 5.7 - 2.2 - 3.5
Pal m Springs, CA - 7.3 9.0 - 16.3
Long Island MacArthur, NY 10.8 2.4 8.4
Jackson, M5 7.2 - 2.0 9.2
Knoxville, TN 4.9 - 15.1 20.0
Lexi ngton, KY 1.0 - 12.3 13.3
Li ncol n, NE 4.5 - 5.4 9.9
Little Rock, AR - 11.4 - 2.4 - 9.0
Louisville, KY 2.0 - 6.7 8.7
Lubbock, TX 19..6 0.7 18.9
Madi son, W - 9.6 1.2 - 10.8
Mel bour ne, FL 26.4 - 32.9 59..3
M dl and/ Cdessa, TX 28.1 4.5 23..6
Mobi l e, AL - 8.8 - 13.2 4.4
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COVPARI SON OF CHANGES I N AVERAGE FARES IN TOP 5 MARKETS
VS. ALL OTHER MARKETS, SMALL HUBS, 1984-198&3

Per cent Change,

- — - 1984y4988 Per cent age Poi nt
Top 5 Al O her Spr ead,
- Hub. Mar ket s . Mar ket s -Top_.5_= _ _Qther

Mboliimes, |L - 22.2 0.7 - 22..9
QOmaha, NE 5.7 - 1.5 7.2
Portland, ME 107.8 21..7 129.5
Provi dence, Rl - 23.9 - 12.8 - 11.1
Ri chnond, VA 14.6 - 2.7 17.3
Roamake, VA 1.3 - 10.4 11.7
Sagi naw Bay Cty, M - 11.2 - 17 .4 6.2
Sarasota//Bradertoon, FL 4.1 - 27.3 31.4
Savannah, GA 4.8 - 20.8 25.6
Shreveport, LA - 2.5 - 9.8 7.3
Sioux Falls, SD 12.1 - 2.8 14.9
South Bend, IN - 17.8 - 12.4 - 5.4
Spokane, WA 9.4 - 14.8 24.2
Tal | ahassee, FL - 5.4 = 19.5 14.1
Tol edo, OH 14.4 - 8.1 22.5
Wchita, KS 17.5 - 3.9 21.4
Aver age (UWnwei gihttead) 7.6 - 8.1 15.7

Source:  Oxi gin-Destination Survey of Airline Passenger Traffic -
Donesti c.
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CHANGES I N AVERAGE FARES. AT_ HLGalLY %NIBA_T IQL_ARGF_ AND. MEDUM. HUBS
Tables IL-32 to IL-34

Changes in average fares at the 8 highly concentrated |arge and
nmedi um hubs are conpared with the changes for other hubs in Table 1I-32.
In the 1979-1988 period, the average increase at the concentrated hubs,

77..3 percent, exceeded the change for all |arge and medi um hubs
excluding the concentrated hubs. The change for those hubs was 35.0
percent. In the 1984-1988 period, the concentrated hubs showed a 4.6

percent increase in average fares, Wwhile the other large and nedi um hubs
had a 1.3 percent increase.

Tabl e II-33 shows the percentage increases for the 8 concentrated
hubs and the percentage increases in average mleage for each hub in the
1979-1988 peri od. The average mleage increase of the concentrated hubs

was 10..2 percent. For the remaining hubs the change in average mleage
was only 3.0 percent.

The results for the 1984-198®8 period are shown in Table 1I-34.
The average fare increase for the concentrated hubs was 4.6 percent,
while for all large and medi um hubs excluding the concentrated hubs
the increase was 1.3 percent. The concentrated hubs had an increase
in average mnileage of 6.8 percent, while the increase for the renain-
ing hubs was 7.8 percent.



- 111 -

CHAINGES | N AVERAGE FARES. AT .HI.GHLY_CONCENTRATED LARGE_AND_ MEDI-AUM HUBS

Tables IL-32 to I[-34

Changes in average fares at the 8 highly concentrated |arge and
medi um hubs are conpared with the changes for other hubs in Table 1I-32.
In the 1979-1988 period, the average increase at the concentrated hubs,

77..3 percent, exceeded the change for all large and medi um hubs
excluding the concentrated hubs. The change for those hubs was 35.0
percent. In the 1984-1988 period, the concentrated hubs showed a 4.6

percent increase in average fares, Wwhile the other |arge and nedi um hubs
had a 1.3 percent increase.

Tabl e II-33 shows the percentage increases for the 8 concentrated
hubs and the percentage increases in average mleage for each hub in the
1979-1988 peri od. The average mleage increase of the concentrated hubs

was 10..2 percent. For the remaining hubs the change in average mleage
was only 3.0 percent.

The results for the 1984-198®8 period are shown in Table 1I-34.
The average fare increase for the concentrated hubs was 4.6 percent,
while for all large and nedi um hubs excluding the concentrated hubs
the increase was 1.3 percent. The concentrated hubs had an increase
in average mleage of 6.8 percent, while the increase for the renain-
ing hubs was 7.8 percent.



| NCREASES | N AVERAGE FARES AND AVERAGE M LEAGES
AT H GHLY CONCENTRATED LARGE AND MEDI UM HUBS, 1979-19&3

Concentrat ed Percent | ncrease Percent |ncrease

-~ Hubs in_Average_Fare, 1979-19883 Ln _Average-M | eagep. 1979-19%8
Menphi s 109. 9% 10..6%
G nci nnati 103..7%. 16..6
Charlotte 93.9 7..4
Dayt on 84.8 4.4
Salt Lake Gty 75..8 21..4
Pi tt sburgh 67..0 6.9
M nneapol i s/ St. Paul 65..6 9.5
St. Louis 65.3 5.1
8 Concentrated Hubs 77..3 10..2
Al Large Hubs 38.3 3.2
Al Medi um Hubs 38..9 7.8
Al Large Hubs & Medium

Hubs M nus 8 Concentrated Hubs 35.0 3.0

Source: Qigin-Destination_Survey of Airline Passenger Traffic_- _Danestic.
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Concentr at ed

CHANCGES I N AVERAGE FARES AND AVERAGE M LEAGES
AT H GHLY CONCENTRATED LARGE AND MEDI UM HUBS, 1984-19&3

Percent | ncrease Percent | ncrease

Hubs in Average Fare, . 1984-1988 in Average M|eage, 1984-1938

M nneapol i s/ St. Paul 9.1% 6.6%
G nci nnat i 5.3 10.0
Menphi s 4.4 3.5
Salt Lake Gty 3.7 9.4
Charlotte 3.5 3.9
Pi tt sburgh 2.0 14.8 '
St. Louis 1.3 3.3 -
Dayt on 0.4 = 0.6 -~
8 Concentrated Hubs 4.6 6.8
Al'l Large Hubs 1.4 7.0
Al Medium Hubs 2.6 11..7
Al Large & Medium Hubs

M nus 8 Concentrated Hubs 1.3 7.8
Source: DrighiDeBelstiinaation Swmvegzdf Airline Passenger_ Traffic_- Donestic.
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CHANGES IN AVERAGE YIELD, LARGE HUBS, 1979-1988
Tabl 11= nd J[<

Changes in average domestic yields at large hubs between
1979 and 1988 ranged from 90.2 percent at Memphis, Tennessee,
to a decrease of 1.8 percent at Phoenix, Arizona. The 90.2
percent increase for Memphis, the highest of the large hubs,
exceeds the increase in the Consumer Price Index for this period,
which was 62.9 percent. The 90.2 percent increase averages 7.4
percent per year while the CPI increase averages 5.6 percent per
year. (Table 1I~3%).

As Chart 11-O below shows, the highest yield increases
occurred at highly concentrated hubs such as Memphis, Charlotte,
St. Louis, Pittsburgh and Minneapolis/St. Paul, and hubs with a
dominant carrier share of 50 to 75 percent, such as Atlanta,
Ddllas/Ft. Worth and Baltimore.
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CHANGES | N AVERAGE Y| ELD, LARGE HUBS, 1979-19%%3
(Hubs Arrayed in Descending Order by Percent Change)

Average Yield (cents)

Large Hubs 1979 1988 Per cent Change, 1979-19&B
Mébdpihis, TN 13.2¢ 25.1¢ 90..2%
Charlotte, NC 13.8 24.9 80.4
Atlanta, GA 13.2 23.0 74.2
Dallas/Mt. Wmtth, TX 11.9 19.5 63..9
St. Louis, Mm 12.4 19.5 57..3
Pittsburgh, PA 11.7 18.3 56..4
M nneapol i s/ St. Paul, M 11.9 18.0 51.3
Phi | adel phia, PA 10.9 16.4 50.5
Baltinore, MD 10..6 15.8 49.1
Salt Lake Gity, UT 11.4 16.5 44.7
NewYgokk Nesveeiks, NY 10.0 14.1 41.0
Tanpal/ St. Petersburg, FL 10.1 14..0 38.6
Detroit, MI 11.3 15..6 38.1
Bost on, NA 10.8 14.5 34.3
Nat i onal . Mveerage 11.2 15.0 33.9
Houston, TX 12.8 17.0 32.8
Chicago, IL 11.5 15.2 32.2
Miami/Mt. Lauderdal e, FL 9.3 12.2 31.2
Washi ngt on, DC 12.2 15.9 30.3
Las Angel es/ Burbank/1 ong Beach, CA 9.1 11.6 21.5
Ol ando, FL 9.5 12.0 26.3
San Franci sco/ Cakl and, CA 8.8 11.0 25.0
San Diego, CA 9.6 10.9 13.5
Seattlle,/Tecamss, WK 10.6 11.8 11.3
Kansas city, MO 13.1 14.0 6.9
Dernverr;, QO 12.5 13.3 6.4
Las Vegas, W 9.3 9.8 5.4
Phoeniix, AZ 11.0 10.8 - 1.8

Source : Origin-Destimtioom Survey of Airline Passenger Traffic - Demestic.
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Average domestic yields at the 27 large hubs in 1979 ranged
from 8.8 cents per mile at San Francisco/Oakland to 13.8 per mile

at Charlotte, N.C. In 1988, average yield ranged from 9.8 cents
per miile at Las Vegas to 25.1 cents at Memphis. The range between
the high and low yields widened from 57 percent in 1979 to 156

percent in 1988.

Table 1I-36 and Chart I1-P show the distribution of yield
changes at the large hubs. Seven hubs were in the 30.0 to 39.9
percent group, the modal group. In terms of the national average
increase of 33.9 percent, 14 hubs were above the average and 13

were below.

CHANGES IN AVERAGE YIELD
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CHANGE |IN AVERAGE YIELD, LARGE HUBS, 1979-1983

Per cent Change, Nunber of Percent of

1979-1988 Large Hubs Harweb s *
Decr ease 1 3.7%
0.0 -~ 9.9 3 11.1
10.0 - 19.9 4 7.4
LO®.0 - k9.9 3 11.1
30.0 - 39.9 7 L5.9
40.0 - 49.9 3 11.1
50.0 - 59.9 4 14.8
60.0 & over 4 14.8
Tot al L7 100..0

% Peercentages do not add to 100.0 due to rounding.
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CHANGES IN AVERAGE YIELD. MEDIUM HUBS. 1979-1988

Tables 1I-37 and 1138

Changes-in average yield at the medium hubs between 1979
and 1988 ranged from 77.0 percent at Dayton, Ohio to a decrease
of 7.0 percent at EIl Paso, Texas. These compare with a national
average increase of 33.9 percent. The 77.0 percent increase for
Dayton averages about 6.6 percent per year, which is higher than
the rate of increase in the Consumer Price Index for this period
of 5.6 percent per year. (Table 1LU~37).

Two of the top 3 increases were at Dayton and Cincinnati,
two highly concentrated hubs. Raleigh/Durham and Nashville,
hubs with a dominant carrier share in the 5075 percent range,
were also among the highest ranked hubs.
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CHANGES | N AVERRXE YIEID), MEDI UM HUBS, 1979-19&B
(Hubs Arrayed in Descending Oder by Percent Change)

Average Yield (cents)

Mék ilum Hubs 1979 1988 Per cent Chamese, 1979-19%&8
Dayton, CH 12.2€ 21.6€ 77..0%
Ral ei gh/Duttaam, NC 13.1 22..9 74.8
Cncinnati, Q-1 12.9 22.5 74.4
Rochester, NY 11.8 18.5 56..8
Nashville, N 13.7 21.3 55.5
Jacksonville, FL. 12.2 18.9 54.9
Clerdbdd, OH 10.9 16..4 50.5
M | waukee, W 11..3 16.3 44.2
adllurdmss, GH 12.5 18.0 44.0
Buf fal o/ Niagara Falls, NY 11.8 16.5 39.8
Syrreguese, NY 12.0 16..7 39.2
Hartford, CT 10..6 14..6 37.7
Sacranento, CA 10.1 13.9 37.6
| ndi anapolis, IN 12.4 16..7 34.7
National Average 11.2 15.0 33.9
Nor f ol k, VA 12.7 16.8 32.3
W. PBlm Beach, FL 12.1 15.6 28.9
Renmy, NV 10.0 12.4 24.0
New Orl eans, LA 12.2 15.1 23.8
San Jose, CA 12..0 14.3 19.2
Tul sa, K 14.6 17.3 18.5
GKlahdym City, K 14.2 16..2 14.1
Ft. Mgss, FL 10.5 11.7 11.4
Austin, TX 14.4 16.0 11.1
Portlam® OR 11.8 13.1 11.0
San Antonio, TX 13..6 14.7 8.1
Tucson, AZ 11.5 12.0 4.3
Ontario, CA 12.2 12..7 4.1
Abh 2, MM 14.2 13..6 - 4.2
El g‘gggw%( 15.8 14.7 - 7.0

SaurCe: Origin-Destinatiom Survey of Airline Passenger Traffic - Domestic.
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Average yields at the 29 medium hubs in 1979 ranged from
10.0 cents per mile at Remo, Nevada to 15.8 cents per mile at
El Paso, Texas. In 1988, yields ranged from 11.7 cents per mile
at Ft. Myers, Florida to 22.9 cents per mile at Raleigh/Durham,
N.C. As with large hubs, the range between high and low yields
increased from 58 percent in 1979 to 96 percent in 1988.

Table 1I-37 and Chart 11-Q show the distribution of yield
changes at the medium hubs. Fifteen of the 29 hubs fell within
the 10.0 to 39.9 percent range. In terms of the national average
of 33.9 percent, 14 hubs were above the average and 15 were below.
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CHANGE IN AVERAGE YIELD, MEDIUM HUBS, 1979-1988

Percent Change, Number of Percent of
1979-1988 Medium Hubs Medium Hubs*
Decrease 2 6.99%
0.0 - 9.9 3 10.3
10.0 - 19.9 6 20.7
20.0 - 29.9 3 10.3
30.0 - 39.9 6 20.7
40.0 - 49.9 2 6.9
50.0 - 59.9 4 13.8
60.0 & over 3 10.3
Total 29 100.0

¥ Percentages do not add to 100.0 due to rounding.
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CHANGES IN AVERAGE YIEID, SMALL HUBS. 1979-1988
Tables 1I-39 and 1I40

Changes in average yield at the small hubs between 1979
and 1988 ranged from 84.3 percent at Chattanooga, Tennessee
to a decrease of 15.8 percent at Colorado Springs, Colorado.
The yield increase at Chattanooga averaged 7.0 percent per
yeaxr, higher than the rate of increase in the Consumer Price
Index for this period of 5.6 percent per year. (Table 11~-39).

Yield increases at the more concentrated hubs were not
clustered at the high end of the distribution but were fairly
evenly spread throughout the range. (Chart II-R).
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Average yields at the 56 small hubs in 1979 ranged from 10.5
cents per mile at Palm Springs, California to 19.0 cents per mile
at Midland/Odessa, Texas. In 1988, average yields ranged from
12.5 cents per mile at Sawasota/Bradenton, Florida to 2%.8 cents
per mile at Chattanooga. The range between high and low yields
widened from 81 percent in 1979 to 106 percent in 1988,
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CHANGES | N 2¢enenyYl ELD, SMALL HUBS, 1979-19%3
(Hubs Arrayed in Descending Order by Percent Change)

Average Yield (cents)

S 111 Hildos 1979 1988 Per cent Chamgre, 13979-19%8
Chattamoogm, TN 14.6¢ 25.8¢ 84.3%
Huntsville, AL Pa.8 25.1 81.9
G eenshoro, NC 13.4 23.5 75.4
Ft. Wayne, IN 12.1 21.2 75.2
Ri chnond, VA 13.5 23.1 71.1
Knoxville, TN 13.6 22.9 68.4
Leximgtam, KY 13.9 23.3 67.6
Saginaw Bay Cty, M 11.2 18.7 67.0
Colutbia, SC 13.2 22.0 66.7
Geenville, SC 14.4 23.9 66.0
Jackson, Ms 13.3 21.9 64.7
Louisville, KY 1.2 21.3 61.4
SouttBeexe, | N 11.4 18.4 61.4
Charl eston, W 14.7 23.7 61.2
Tal [ ahassee, FL 14.6 23.3 59.6
GrandRegpids, W1 11..6 18.5 59.5
Charl eston, SC 12.5 18.9 59.2
Little Rock, AR 13.2 20.7 56.8
Tolleslo, cH 11.6 i8.0 55.2
Molliimes, | L 11.8 18.3 55.1
Fresmm, CA 10.6 16.3 53.8
Cedar Rapids, IA 11.5 17 .6 53.0
Bi rm ngham AL 13.2 20.0 51.5
Shreveport, LA 13.5 20.3 50.4
Savannah, GA 13.0 19.2 47 .7
Allentoum, PA 11.5 16.7 45.2
Harrisburg, PA 134 18.1 42.5
Bat on Rouge, LA: 13.9 19.6 41.0
Madige, AL 13.9 19.6 41.0
Madi son, W 13.0 18.2 40.0
Boise, ID 124 17.3 39.5
Wchita, KS 12.9 18.0 39.5
Des Moines, |A 12.2 17.0 39.3
Amarillo, TX 13..0 18.1 39.2
Reamgiee, VA 16.1 22.4 30.1
AkfcCACHNbon, CH 11.2 15.4 37.5
Qhblza, NE 12.0 16.5 37.5
Harlliimgen, TX 11.5 15.8 37.4
Albamy,, NY 12.3 16.7 35.8
Spokane, WA 11.7 15.7 34.2
Dayt ona Beach, FL 10.6 14.2 34.0
National Average 11.2 15.0 33.9
aprpus Chmistii, TX 13.2 17.6 33.3
Mel bourne, FL 11.2 14.8 32.1
Li ncol n, NE 12.3 15.7 27.6

"11ingss, MT 13.5 17.2 27 .4

' Falls, SD 13.9 17.5 25.9
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CHAMSES | N AVEHRGK Y1 ELD, SMALL HUBS, 1979-19&38
(Hubs Artrayed in Descending Order by Berecerir cHange))

Average Yield (cents)

Large Hubs 1979 1988 Percentt Chameee, 1979-1988
* Palm Springs, CA 10.5¢ 13.1¢ 24.8%
Portland, ME 12..2 15.2 24.6
Provi dence, RI 11.7 14.3 22.2
, Eugene, OR 11..7 14.2 21.4
Sarsscute/HBradenton, FL 10.6 12.5 17.9
Burlington, VT 13.2 14.4 9.1
Lubbock, TX 16..3 15.8 - 3.1
Long IslandMsmdktfiurr, NY 15.5 14.2 = 8.4
M dl and/ Odessa, TX 19.0 16.2 -14..7
Col orado Springs, Qo 17.7 14.9 -15..8

Source: OrtigitPeektishitiah Sukvey of Airline Passenger Traffic - Damesitic.
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Table 1I-4@ and Chart 11-S show the distribution of yield
changes at the small hubs. Forty-five of the changes were
concentrated between 20.0 and 9.9 percent, with the 30.0 to
39.9 percent-group being the modal group. In terms of the
national average of 33.9 percent, 41 small hubs were above the
average and 15 were below.

CHANGES IN AVERAGE YIELD
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CHANGE IN AVERAGE YIELD, SMALL HUBS, 1979-1988

Percent Change, Number of Percent of

_ 1979-1988 Small Hubs Small Hubs*
Decrease 4 71243
0.0 - 9.9 1 1.8
10.0 - 19.9 1 1.8
20.0 - 29.9 7 12.5
30.0 - 39.9 13 23.2
4’0-(0 - 49'9 6 10).7
50.0 - 59.9 10 17.9
60.0 - 69.9 9 16.1
70-0 - 79.9 3 504
80.0 - 89.9 2 3.6
Total 56 100.0

¥ Percentages do not add to 100.0 due to rounding.
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CHANGES IN AVERAGE YIELD, NONEUWBS,, 1979-19838
Tables 1141 and 1142

Changes in average yields at the nonhubs between 1979 and
1988 ranged from 266.2 percent at Borrege Springs, California to
a decrease of 35.2 percent at HBlythe, California.

The nonhub group contains 362 cities. These have not been
arrayed as in the case of the hubs, but full data for each are
shown in Appendix Il-l. Table 1I-41 lists the 32 nonhubs having
yield increases of 100 percent or more.

Average yields at the 362 nonhubs in 1979 ranged from 7.7
cents per mile at Borrego Springs, California to 44.3 cents per
mile at Hlythe, California. In 1988, average yields ranged from
13.0 cents per mile at Jackson, Wyoming to 59.4 cents per mile at
New Bedford, Massachusetts. The range between high and low fares
narrowed from 475 percent in 1979 to 357 percent in 1988.

Table 1I-42 and Chart II-T show the distribution of yield
changes at the nonhuibts. The modal group was the 40.0 to 49.9
percent group, which included 50 points. In terms of the national
average of 33.9 percent, 248 nonhubs were above the average and
114 were below.
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NONHUBS WITH INCREASES IN AVERAGE YIELDS
OF 100 PERCENT OR MORE, 1979-1988

(Arrayed in Descending Order by Percent Change)

Sample Average Yield
gr§ issenger __(cenmts)

Citv 11979 1938~ 1988
Bowrrego Springs, CA 1 24 7.7 28.2
Bar Harbor, ME 777 3,584 13.7 43.0
Pamtlleton, OR 4,393 1,477 11.1 31.7
Augusta, ME 2,304 3,222 13.2 36.1
Ottumwa, | A 260 30 8.9 23.4
Sterling/Rock Falls, IL 184 36 15.7 41.0
New Bedford, MA 319 204 22.8 59.4
Rockland, ME 814 2,145 14.1 36.6
Mididawaaglegfit. Kent, ME 10 20 17.7 45.4
Cumthbelamdi, MD 167 67 18.2 44.9
Hlko, NV 1,030 1,409 13.8 32.9
Hyannis, MA 7,848 4,166 13.9 32.5
Hot Springs, VA 204 105 21.2 49.5
Coeur di'Alene, | D 6 31 18.9 44.0
Ay, NV 313 101 16.1 37.3
Modesto, CA 4,077 2,005 10.1 23.4
Gadisdlem, AL 328 81 15.6 35.8
Viisallia, CA 1,630 1,551 12.3 27.3
Keseme, NH 1,628 1,226 16.3 35.8
Salem, OR 1,577 276 12.9 28.3
Lebanon, NH 5,557 5,017 13.3 29.1
Mt. Vernon, IL 435 26 15.6 34.1
Jonesboro, AR 180 43 19.6 42.7
W. Yellowstone, MT 894 305 13.1 28.4
Moses Lake, WA 62 479 15.4 33.3
Carbondale, IL 803 51 17.0 35.5
Alpena, Ml 2,047 743 16.0 33.4
Alliance, NE 141 41 21.7 45.1
Padwwcah, KY 6,343 4,515 15.1 31.3
Lake Tahoe, CA 2,198 12,452 11.8 24.1
Sidney, NE 38 23 17.0 34.7
Bloomington, IN 839 84 12.6 25.3
Source: Qui@in-Destination Suyvev of Airline

Domestic.
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CHANGE IN AVERAGE YIELD, NONHUBS, 1979-1988

Percent Change, Number of Percent of
1979-1988 Nomhuobs Nomhubs
Decrease 7 1.9
0.0 - 2.9 19 5.2
10.0 - 19.9 25 6.9
20.0 - 29.9 46 12.7
30.0 - 39.9 47 13.0
40.0 - 49.9 50 13.8
50.0 - 59.9 43 11.9
60.0 - 69.9 28 7.7
70.0 - 79.9 22 6.1
80.0 - 89.9 21 5.8
20.0 - 99.9 22 6.1
100.0 - 109.9 7 1.9
110.0 - 119.9 7 1.9
120.0 - 129.9 2 0.6
130.0 - 139.9 6 1.7
140.0 - 149.9 1 0.3
150.0 & over 9 2.5
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NUMBER AND PERCENT OF HUBS ANDNOOWNHIEES HAVING CHANGES IN
AVERAGE YIELDS BELOW AND ABOVE NATIONAL AVERAGE, 1979-1988

Table 1I-43

Overall, one-third (157) of the 474 points analyzed had
changes in average yields in the 1979-1988 period below the
national average of 33.9 percent. Two-thirds (317) of the
points were above the average. Large hubs, which have the
greatest impact on the national average, had 13 below and 14
above the average. Medium hubs had 15 below and 14 above the
average. Small hubs had 15 (27 percent) below and 41 (73 per-
cent) above the average. Of the 362 nmonhuibs, 114 (31 percent)
were below the average and 248 (69 percent) were above.
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NUMBER AND PERCENT OF HUBS AND NONHUBS HAVING CHANGES
IN AVERAGE YIELDS BELOW AND ABOVE NATIONAL AVERAGE

1979-1988

Number of Hubs -- Percent of Hubs --

Below Above Below Above
Hub Class Kveepgs Broreda Bwerage Bverase
Large 13 14 33 52
Medium 15 14 52 48
Small 15 41 27 73
Nonhub 114 248 31 69
Total 157 317 33 67

Source: OnEdim-MRetination Suwvev of Airline Passenaer Tyaffic -
Domest ic
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CHANGES IN AVERAGE YIELDS, LARGE HUBS, 1984-1988

Tables 1I-44 and 1145

Changes in average yields at large hubs between 1984 and
1988 ranged from 26.9 percent at Houston to a decrease of 19.6
percent at Chicago. These compare with a national average
decrease of 6.2 percent. The 26.9 percent increase for Houston
averages 6.1 percent per year, which is higher than the increase

in the Consumer Price Index, which averaged 3.3 percent per year
(Table 11-~44)).

Chart 11-U arrays the yield changes for the large hubs.
Most of the highly concentrated hubs -- Minneapolis/St. Paul,
Memphis, Charlotte, St. Louis and Salt Lake City -- were above
the national average. Only Pittsburgh was below. Three hubs
with a dominant carrier having a 50 to 75 percent share were
above average -- Houston, Dxllas/Ft. Worth and Baltimore.
Detroit and Atlanta were below.
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GSRCES | N AVERLGE Yl ELD, LARGE HUBS, 1984-19&8
(Hubs Arrayed in Descending Order by Bexmntt Chagess)

Average Yield (cents)

Large Hubs 1984 1988 Per cent changes, 1984-1988 *

Houst on, TX 13.4¢ 17.08¢ 25‘2 g%
Dalllas/Mt. Wrth, TX 17 .3 19.5 °

New Yourk!/Nemsik, NY 13.4 14.1 5.2
Mimreeyel 8/58t. Paul, MN 17.6 18.0 2.3
mapphss, TN 24.9 25.1 0.8
Charlotte, NC 25.0 24.9 = 0.4
Phi | adel phia, PA 16.7 16.4 = 1.8
St.. Louis, MD 19.9 19.5 = 2.0
Denver, @3 13.7 13.3 = 2.9
Baltinmore, MD 16.4 15.8 = 3.7
Bost on, MA 15.3 145 = 5.2
salt Lake city, UT 17 .4 16.5 = 5.2
Tahe®tSt. Pet ersburg, FL 14.8 14.0 = 5.4
Washi ngton, DC 16..9 15.9 = 5.9
Naticmel Aver age 16.0 15.0 = 6.2
Los Angel es/ Burbank/Long Beach, CA 12.5 11..6 =7.2
MianijEt. Lauder dal e, FL 13.2 12.2 = 7.6
Detroit, M 16..9 15.6 = 7.7
Atlanta, GA 25.1 23.0 = 8.4
Pittsburgh, PA 20.6 18.3 =11.2
San Diego, CA 12.3 10.9 =11.4
Phoeni x, AZ 12.7 10.8 =15.0
Kansas city, M 16.5 14.0 =15.2
San Franci sco/ Cakl and, CA 13.0 11.6 =15.4
orl amdty), FL 14.2 12.0 =15.5
Seat tle/Twams, WA 14.0 11.8 =15.7
Las Vegas, NW 12.0 9.8 =18.3
Chi cago, IL 18.9 15.2 =19.6

Source : Origin-Bestimatiiem Survey of Airline Passenger Traffic - Demesitic.
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Average yields at the 27 large hubs in 1984 ranged from
12.0 cents per mile at Las Vegas to 25.1 cents per mile at
Atlanta. In 1988, average yields ranged from 9.8 cents per
mile at Las-Vegas to 25.1 cents per mille at Memphis. The
range between the high and low yields widened from 109 percent
in 1984 to 156 per percent in 1988.

Table 1I-45 and Chart 11-V show the distribution of yield
changes at the large hubs. Twenty-two hubs (81 percent) had
decreases in average yields. Thirteen fell in the -0.1 to -9.9
percent group and nine fell in the -10.0@ to -19.9 percent group.
In terms of the national average of -6.2 percent, 14 large hubs
were above the average and 13 were below.

CHANGES IN AVERAGE YIELD
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CHANGE IN AVERAGE YIELD, LARGE HUBS, 1984-1988

Percent Change, Number of Percent of

—1984~-1988 Large Hubs Larae Hubs*
(10.0) - (19.9) 9 33.3
(0.1) - ( 9.9 13 48.1
0.0 - 2.9 3 11.1
10.0 - 19.9 1 3.7
20.0 - 29.9 1 3.7
Total 27 100.0

¥ Percentages do not add to 100.0 due to rounding.
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CHANGES IN AVERAGE YIELDS, MEDI UM HUBS, 1984-193%%

Tables 146 and J1I-47

Changes in average yields at the medium hubs between 1984
and 1988 ranged from 11.2 percent at Jacksonville, Florida to
a decrease of 27.3 percent at Ft. Myers, Florida. The 11.2
percent yield increase for Jacksonville averages 2.7 percent per
year, which is below the rate for the Consumer Price Index for
the period of 3.3 percent per year. (Table 11-4§&).

Two highly concentrated hubs had yield changes above the

national average: Dayton and Cincinnati.

(Chart 11-W).

CHANGES IN AVERAGE YIELD
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CHANGES | N ASHERGE YI ELD, MEDI UM HUBS, 1984-198&8
( Hubs Arrayeeidiin Desscend] myg Order iy Per cent Change)

Average Yiel d (cents)

Large Hubs 3984 1988 Percent Ckange, 1984-1988 *
Jacksonville, FL 17 0¢ 18 B¢ 11.2%
Tul sa, &K 16.1 17.3 7.5
Ralleii@h{/ﬁ)ﬂ.tﬂm, NC 21.7 22.9 5.5
El Paso, TX 14.0 14.7 5.0
AlHugorrgue, MW 13.3 13.6 2.3
Dayton, CH 21.4 21.6 0.9
San Antonio, TX 14.9 14..7 - 1.3
Norfol k, VA 17.2 16.8 - 2.3
Austin, TX 16..4 16..0 - 2.4
Oklaatmw City, OK 16.8 16..2 - 3.6
Cncinnati, CH 23.5 22.5 - 4.3
New Orl| eans, LA 15.9 15.1 - 5.0
National Average 16..0 15.0 - 6.2
CoOlurdimss, O 19.5 18.0 - 1.7
W. PalmBeemtty, FL 17.0 15.6 - 8.2
SanJosse, CA 15.8 14.3 - 9.5
Buffal o/ Niagara Falls, NY 18.4 16.5 -10..3
Sa areinoo, CA 15.5 13.9 -10..3
Ontario, CA 14.2 12.7 -10..6
Nashville, TN 241 21.3 -11..6
pottrand, OR 15.0 13.1 -12..7
Rochester, NY 21.3 18.5 -13.1
Reno, NV 14.6 12.4 -15.1
Cl evel and, OH 19..6 16..4 -16..3
Hartford, CT 17..6 14.6 -17..0
Sracisse, NY 20.2 16.7 -17..3

ama@pimss,, I N 20..3 16..7 -17..7
M | waukee, W 20.1 16..3 -18.9
Tucson, AZ 14.8 12.0 -18.9
Ft. bfenss, FL 16.1 11.7 -21..3

Soitce: Origimmsitimation Sutvey of Airl ing Passenger Traffic - Damestic.
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Average yields at the 29 medium hubs in 1984 ranged from
13.3 cents per mile at Albuquerque, New Mexico to 24.1 cents at
Nashville. In 1988, average yields ranged from 11.7 cents pet
mile at Ft. Myers, Florida to 22.9 cents per mile at Raleigh/
Durham, N.C. The range between high and low yields widened from
81 percent in 1984 to 96 percent in 1988.

Table 1I-47 and Chart 11-X show the distribution of yield
changes at the medium hubs. Twenty-three of the 29 medium hubs
had decreases in yields. The modal group was the -10.0 to -19.9
percent group with 13 hubs. In terms of the national average of

-6.2 percent, 12 hubs were above the average and 17 hubs were
below.
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CHANGE IN AVERAGE YIELD, MEDIUM HUBS, 1984-1988

Percent Change, Number of Percent of
1984-1988 Medium Hubs Medium Hubs*
(20)-0) - (29.9) l 3'4
(10.0) - (19.9) 13 44.8
( 0.1) = ( 9.9 9 31.0
0.0 - 9.9 5 17.2
10.0 - 19.9 1 3.4
Total 29 100.0

¥ Percentages do not add to 100.0 due to rounding.



- 141 -
cHARGES IN AVERAGE YIELDS, SMALL HUBS. 1984~-1988
Tables 1148 and 1[49

Changes in average yields at the small hubs between 1984
and 1988 ranged from 13.1 percent at Amarillo, Texas to a decrease
of 28.4 percent at Akron/Canton, Ohio. The fare increase at
Amarillo averaged 3.1 percent per year, which was less than the
3.3 percent average annual increase in the Consumer Price Index in
this period. (Table 1I-~-48).

The one highly concentrated small hub, Roamoke, Virginia, was
below the national average. Six of the small hubs with a dominant
carrier having a 50-75 percent share were above the matioanl
average: Amarillo, Raidlingen, Midland/Odessa, Lubbock, Greensboro
and Jackson, Miss. Four others were below the mattioanl average:
Eugene, Burlington, Lincoln and Shreveport.
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CNANZES | N AVERGE Yl ELD, SMALL HUBS, 1984-1988
(Hubs Arrayed in Descending Order by Percent Chamgs)

Average Yield (cents)

Snadll Hulbs 1984 1988 Per cent chamsr, 1984-1988

Avalrill®, TX 16.0¢ 18.1¢ 13.1%
Long Island N¥edttiur, NY 12.9 14.2 10.1
Henl imqgem, TX 14.4 15.8 9.7
Col orado Springs, Q0 13.6 14.9 9.6
aopus Chmistii, TX 16.4 17.6 7.3
M dl and/ Odessa, TX 15.1 16.2 7.3
Mel bour ne, FL 14.2 14.8 4.2
Tol edo, OH 17 .3 18.0 4.0
Luibtbodkk,, TX 15.3 15.8 3.3
Madi son, W 18.0 18.2 1.1
G eenshoro, NC 23.7 23.5 - 0.8
GrandReppids, M 18.9 18.5 - 2.1
Littl e Roegdk, AR 21.4 20.7 - 3.3
Rictmontd, VA 24.1 23.1 - 4.1
Jackson, B% 23.0 21.9 - 4.8
Chattamoope, TN 27.3 25.8 - 5.5
Des Mines, |A 18.0 17.0 - 5.6
National Average 16.0 15.0 = 6.2
Qidha, NE 17.6 16.5 - 6.2
Sioux Falls, SD 18.7 17.5 - 6.4
BatonReogge, LA 21.0 19..6 - 6.7
Huntsville, AL 21 .0 25.1 -7.0
Ft. Wayne, | N 22.9 21.2 - 7.4
Geenville, SC 25.8 23.9 - 7.4
Harrisburg, PA 20.7 19.1 - 7.7
Charl eston, W 25.8 23.7 - 8.1
Portland, ME 16.7 15.2 - 9.0
Wchita, KS 19.8 18.0 - 9.1
Sarasotal/Bredienoon, FL 13.8 12.5 - 9.4
Loui sville, KY 23.6 21.3 - 9.7
Leximgtam KY 25..9 23.3 -10.0
Kessrp, CA 18.2 16.3 =10.4
Cedar Rapids, IA 19.7 17.6 =10.7
Eugene, OR 15.9 14.2 =10.7
Molime, | L 20.5 18.3 =10.7
South~Bamd, | N 20.6 18.4 =10.7
Raamgke, VA 25.3 22.4 =11.5
Burlington, VT 16.3 14.4 -11..7
Li ncol n, NE 17.9 5.7 =12.3
Colluniiza, SC 25.1 22.0 =12.4
Knoxville, TN 26.2 22.9 =12.6
Tal | ahassee, FL 27.3 23.3 =14.7
Savannah, GA 22.6 19.2 =15.0
Boi se, ID 20.5 17.3 =15.6
Palm Sprimgs, CA 15.6 13.1 =16.0

WA 18.8 15.7 =16.5

Spokane
Billings, MF 20.8 17.2 -17.3
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CHRNNKS | N AVERRGE Yl ELD, SVALL HUBS, 1984-1988
(Bubs Arrayed i n Descendi ng Crérst by BereertSamged)

Average Yield (cents)

Larges Hubs 1984 1988 Percent chgreye, 1984-1988
. Providemes, RI 17.4¢ 14.3€ ~17.8%
' Charleston, SC 24.3 19.9 -18.1
Al bany, NY 20..9 16..7 -20.1
Shreveport, LA 25..4 20..3 -20.1
Mobilks, K 25.1 19.6 -21.9
Saginaw Bay City, M 24.3 18.7 -23.0
Dayt ona Beach, FL 18.6 14.2 -23..7
Allesmitnm, PA 22.1 16..7 -24.4
Bimmigbham, AL 27..0 20..0 =-25..9
Akrolr Caritoon, OH 21.5 15.4 -28..4

BeGXKe: Oigin-Destination Survey of Airline Passenger Traffic = Demestiis.
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Average yields at the 56 small hubs in 1984 ranged from
12.9 cents per mile at Long Island MacArthur, NY¥., to 27.3
cents per mile at Chattanooga, Tennessee and Tallahassee,
Florida. In 1988, average yields ranged from 12.5 cents per
miile a t Sarasota/Bradenton, Florida to 2%.8 cents per mile at
Chattanooga, Tennessee. The range between high and low yields
narrowed slightly from 112 percent in 1984 to 106 percent in 1988.

Table 1I-49 and Chart Il1-Y show the distribution of yield
changes at the small hubs. Forty-six of the 56 had decreases
in yields. In terms of the national average decrease of -6.2
percent, 17 small hubs were above the average and 39 were below.

CHANGES IN AVERAGE YIELD
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CHANGE IN AVERAGE YIELD, SMALL HUBS, 1984-1988

Percent Change, Number of Percent of
—1984-1988 Small Hubs Small Hubs
(20.0) - (29.9) 8 14.3
(10.0) - (19.9) 19 33.9
(0. - ( 9.9 19 33.9
0.0 - 9.9 8 14.3
10.0 - 19.9 2 3.6

Total 56 100.0
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CHANGES IN AVERAGE YIELDS, NOR#ISES, 1984-1988

Tabl 1I cand 11

Changes in average yield at the nonhubs between 1984 and
1988 ranged from 177.6 percent at New Bedford, Massachusetts to
a decrease of 41.5 percent at Méahstdee, Michigan.

The nonhub group contains 362 cities. These have not been
arrayed as in the case of the hubs, but full data for each are
shown in Appendix IlI-l. Table 1I-8@ lists the 21 nonhubs with
yield increases of 40 percent or more.

Average yields at the 362 nonhubs in 1984 ranged from 12.7
cents per mile at Ft. Busdmura, Arizona to 46.0 cents per mile
at Mlaltwie/Thomaasville, Georgia. In 1988, average yields ranged
from 13.0 cents per mile at Jackson, Wyoming to 59.4 cents per
mile at New Bedford, Massachusetts. The range between high and
low yields increased from 262 percent in 1984 to 357 percent in
1988.

Table 1I-51 and Chart 11-Z show the distribution of yield
changes at the nonhuibs. The modal group was the -10.0 to -19.9
percent group, which included 84 of the 362 nonhuibs. In terms
of the national average decrease of 6.2 percent, 194 were above
the average and 168 were below.

CHANGES IN AVERAGE YIELD
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NONHUBS WITH INCREASES IN AVERAGE YIELDS
OF 40 PERCENT OR MORE, 1984-1988
(Arrayed in Descending Order by Percent Change)

Sample Average Yield Percent
Passenaers (cents) Change,
City 11978 1988 1979 1988 1979-1988

New Bedford, MA 9 204 21.4 59.4 177.6
Bar Harbor, ME 439 3,584 21.5 43.0 100.0
Viisallia, CA 358 1,551 14.3 27.3 90.9
Rockland, ME 435 2,145 21.5 36.6 70.2
Augusta, ME 468 3,222 21.3 36.1 69.5
San Luis Qdispo, CA 3,107 8,597 14.7 24.4 66.0
Hyannis, MA 4,104 4,166 20.1 32.5 61.7
Baorrego Springs, CA 45 24 17.6 28.2 60.2
Moses Lake, WA 43 479 20.8 33.3 60.1
Pullman, WA 650 2,945 20.0 31.5 57.5
Nantucket, MA 1,874 4,418 20.8 32.6 56.7
Alliance, NE 18 41 29.5 45.1 52.9
Pemilleton, OR 426 1,477 20.8 31.7 52.4
Santa Maria, CA 4,438 4,047 14.3 21.3 49.0
Lewiston, ID 1,070 3,428 20.7 30.8 48.8
Martha's Vineyard, MA 1,264 1,959 22.5 33.2 47.6
MeAbsster, OK 22 36 18.7 26.9 43.9
Provincetown, MA 887 703 21.8 31.3 43.6
North Bend, OR 506 1,571 21.5 30.8 43.3
Wwiala wdalla, WA 701 2,672 19.0 27.1 42.6
Keeme, NH 371 1,226 25.5 35.8 40.4
Source: Qriain-Destimatipon Sumvey of Airline Passenaer Traffic -

Domestic.
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CHANGE IN AVERAGE YIELD, NORHIHESS, 1984-19838

Percent Change, Number of Percent of
1984-1988 _Romhuabs _Romhwbs
(40.0) & over 1 0.3
(30.0) - (392.9) 10 2.8
(20.0) - (29.9) 47 13.0
(10.0) - (19.9) 84 23.2
( 0.1) - { 9.9 68 18.8
0.0 -~ 9.9 61 16.9
10,0 - 19.9 34 9.4
20,0 - 29.9 23 6.4
30.0 - 39.9 13 3.6
40.0 - 49.9 8 2.2
50.0 - 59.9 4 1.1
60.0 - 69.9 5 1.4
70.0 & over 4 1.1
Total 362 100.0

¥ Percentages do not add to 100.0 due to rounding.



AVERAGE YIELDS BIEII.@W AND ABOVE NATIONAL AVERAQE,_M

Table 1I-52

In the 1984-1988 period exactly half of the 474 cities
included in the analysis were below the national average of
-6.2 percent and half were above. Of the 27 large hubs, 13
were below the national average and 14 were above. Seventeen
medium hubs (59 percent) were below the average and 12 (41
percent) were above. Of the 56 small hubs, 39 (70 percent)
were below the average and 17 (30 percent) were above. Of
the 362 monhuibs, 168 (46 percent) were below the national
average and 194 (54 percent) were above.
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NUMBER AND PERCENT OF HUBS AND NONHUBS HAVING CHANGES
IN AVERAGE YIELDS BELOW AND ABOVE NATIONAL AVERAGE

1984-1988

Number of Hubs -- Percent of Hubs --

Below Above Below Above
Hub Class Bwerage BweErage Average Average
Large 13 14 48 52
Medium 17 12 59 41
Small 39 17 70 30
Nonhub 168 194 46 54
Total 237 237 50 50

Source: @ngin-Dedinsdjon Suwvev of Airline PaSSemger Traffic =
Domestic.
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PART IfII

THE RELATIONSHI® OF FARES TO
ENTRY AND EXIT OF COMPETIITORS

In the structure part of this study the data revealled that a
larger proportiiom of passengers are noving in natkeits that have
three or nore competiitteirs than was true before hubbiing prollifer-
ated. The data allso show, howewsr, that in large hub-teo-langse hub
narkets nonstop conpetiitiiom is often Limited to carriers that hub
at one ot the other endpoiimtt of the city-gair. In Longetr-hauwll
markets on-line connectiing setrvice acconnbdaites a large percentage
of totall passengexrs and based on the data observed in this section
of the studﬁ acts as a price disciplime. In the markeits of less
than 500 niilles connectiimgy service is rarelly used and bellow 1,000
nilles, on-line connectiimg conpetiittion generallly does not account
for a latrge percentage Of passengers and, therefore, nay not be a
strong discipliime on price.

The fact that non-hubbimyg carriexs no longer offer non-stop
service in many large city-pair markets suggests that the non-stop
conpetitors in such narkeitts willl tend to be limited to carriiers
that hub at either endpeintt, and, thereffunse, defiine the likelly
najjorr conpetittaxrs for extended periods of time. This raises the
questiiom of whether price accommpdattiom is nowre likely where the
safie cartriets conpete directlly over time.

Price vs. Entry and Exiit

The connectiiom between price cogﬁetﬁwﬂmm and entry and exit was
tested by studying the rellati iip between changes in priee, on
the one hamdi, and enttry or exit of conpetiitors, on the other, in a
large sanplle of dense marieitss. The data reveall strong tendencies
for price to drop whem entry occurs and for price to increase
eithetr when exit occurs or when the sane carriers conpete for nore
than relatively short tine s . Moreower,, thetre are instances
where hub-domimanit carriers have not reacted to entky by non-
hubbiifng carriers or to on-lime connectimg entiy.

The data allso show that low-cosit, low-fare carmienrs, which
generallly were unablle to survive discoumt pricing strategies off
their higher-casit competiitors, had the nost impact on fares.
Conbined,, these tendenciies are evidence that a stablle system off
conpetiitters having simillar cost characteristtiicss may Lead to higher
faress, at least in short-hawll markeitss. To the extent the hubbing
system of operatiom has tended to exclude non-hubliimg carriers
from lLarge city-paiir markeits (particularlly where such markeits are
less than 1,000 niillew)),, this resullts in such a nore stalbke
competiittive enviironment and suggests that there may be cause for
concetrn about the continued competitiivemess of carriers in many
large city-pair natrkeits.
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Conpetiittion for Markett Share as a Price Discipllime

The data thus suggest that conmpetiitiiom for share of narket
following entry is the nost effectiwe discipline on price. From
this it appears that a continuous change in nix of conpettittors and
the resulltiimg struggle for market share nmmy be desiiralblle. A key
question is to what extent can entry be antiiciipaitedi to continue to
disciplime price? Recent history suggests that entery that is new
to the system cannot be expected on a significamt scalle in the
curtrentt industry structure and conpetiitiiwe envirommentt. The entry
that is nost effectivelly disciplimimg price now in a nunbetr of
large city-paiir narkets is by smalller donestiic carriers Like
Midway,, Anerica West,, Pan American and Southwestt, who are tryiing
to expand their systems. Whether or not these carriers can
continue to expand into new narkets is conjecture. Equallly
importamt, even if they do, over time stilll more entry nay be
necessary to disciplime price.

Price Increases in Dens®, Shorter—Hawl Markeits

Although the focus off thiis anallysis is on the relationshiip between
price, on the one hamdl, and entry and exiitt, on the other,, the data
allso reveall that fares in large hub-to-llargee hub markeits have
experienced large increases in recent years. Mbst comparisoms
nade in the service phase of the competiitiion study and othetr areas
of the priciing phase of the study are based on 1979, 1984 and 198%
data. These data show, as discussed elsewhere, that 1988 fares
tend to be lower than 1984 fares. This particullar price of the
prieing study, howewer, rellies on a tine series from 1982 thiough
1988. Thiis shows that in a vast mmjjority of short-to—medium
distance large hub-to-llaxge hub city-pair markeits, fares decllined
subsequentlly to 1984 and then increased substantiialllly. In these
very large city-paiir markeitss, fares have, on averagse, increased by
nore than 20 percent above the lower levells resulltimgy from
conipetitive entry subsequenit to 1984.

Anallysiis

The focus of this anallysiis is on large hub-to-lanmge hub city pair
markeits which generated 200 or more passengers petr day during the
thitrd quarter off 1988.

As indicattesi, the method used here is to observe what happens to
price when entry or exit occurs and when no entry or exit occunrs.
We used third quarter data from 1982 through 1988, and genetralllly
identified competitors as those carriers with 10 percenit or nore
of a city-paiir narkett.. A notablle exception was for Peoplle Express
whiich cllearlly affected other carmiexs’' prices with a much smaller
presemee . try typiicallly affected price at the time of entmy.
Oftem, however, price decreases preceded the entry of Low-cesit,
low-fare carriers such as Peoplle Express and sonmetimes lagged
behind entmy, particulaxly for sone of the establlished carmiers.
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This anallysiis does not attenpit to evalluatte other factors which nay
affect priece, ot the reasonabllensss of the fare levell in any
market petr se. This shoulld not distorxtt what the anallysiis shows.
For exanplle,, it can be argued that price increases in 1987 and
1988 are the resulltt of cost increases and an overallll capacity
shorttagee. (The Consumer Price Index increased by 8.2 percenit over
this two-year period.) Neventthellesss, fares generallly declined
where entky occurtred and,, otherwise, increased. Where recent
increases were modest in markefts with no entmry, fares tended to be
high already relatiive to similat narkets.

The folllowimg exanples illustiratte how the impact on fares of entry
and exiit is evalluattedi. The Dalllas-fas Ve matrket is an examplle
of how nonstop comnpetiittiieh has worked wellll and shows the effect on
price of both entry and exiitt. As shown in Tablle 111-5.2 (page 3),
piice dropped in 1984 when Braniffif entered and agaimn in 1986 when
Jet Anerica entensdi. Price rose in 1988 aftetr Jet Anerica had
exited the nmamkeit.

Lack of entry and exiitt,, or stabillitty in tetns off changes in
conpettittarrss allso affects pricoe. The Dallas-Phoenix market is a
good examplle of this. As shown in Tablle 111-4.2 (page 1), price
dropped by 30 percemtt when Braniffff entered in 1984, them, after
beiing conpetted down in 1985, price rose during each of the next
three years as the same three carriexrs competed with one anoitherr.
The experience was the same in the Dalllas—Chicegm nmarket (Table
111-5.2, page 1)) where fares dropped followimg entry in 1983 and
1984, but have increased since with the sanme five carriexrs
competiimgy. Whille the Dalllas-Chicsgm increase was not great in
1988, the average fare in the narket in 1988 was 23 percent above
fares in sintillar narkeits (Table 111-5.10)).

The anallysiis off service in the structutre part of the study
suggestted that very little non-hubbimgy compeftiittiem exists at
highny concentrated hubs. We have revie the fare-entry//edit
rellationship not onlly at concentiattedi hubs, but at relativelly
uneoncentrated hubs and two-carrier hubs as welll. Even at two-
carrier hubs entry appears no more likelly than at hubs dominated
by a singlle carmierr, perhaps because the entranitt woulld have to
conpette with two carriers rather than one. Alsm, price tends to
escallatte in the absence of entry despiitte the presence of an
additiienal hubbing carmienr.

Highlly Concentrated hubs

Sallt f.ake Citv (Tables Ifi-1..1 and 1.2) -- Fares in the various
Sallt Lake City matkeits tended to increase by relatiively large
increments untill either 1984, when Continemitall entewred severall as
a low-fare cartier (betweem SLC and CHI, DEN, and SFO) or 1985,
when Anerica Weést entemred severall, also as a low-fare carrier
(between SLC and LAS, LAX, PHX, SAN, and SFO). Fares then dropped
sharplly and continwed down for a year or two as carriexrs conpeted
for narket share. Subsequemtly, as the niix of carriers renalined
stablle, fares started noving back up in every Sallt Lake City
markeit. In most cases the increases have been very substamitiial.
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The pattern of fare changes in Sallt Lake City marketts is very
choselly rellated to the patterm off entry and exiitt. In the mairkets
exanimed], virtuallly all large fare changes were in response to
entry and exiit off compettiittosss. Of 32 changes of 10 pefrecentt or
nore, 30 coincided with entry and exiit of competiittors.

Five of the nine Sallt Lake City markeits did not experiemce entty
duriing either 1987 or 1988 and in each case average fares
increased considerablly. Four of the narkeits experienced entty,,
and fares decreased in two and increased in twe. The fares
increased in the Sallt Lake City-Chicage markett where the three
hubbing carriers chose to increase their fares for single-plame
service despite low-fare connectiing service introduced by
Contiimenttadl, and in the Saltt Lake City-Demwer natrkeit, whete
Continentall entered with single-pllame service but with fares at
the increased levell charged by the other hubbing carwiens, in the
absence of non-hub carrier compettiitiom.

Conpariing 1988 fares with 1984 fares shows that 1988 fares are
lower in 7 of the 9 Salt Lake City mamkettss. Neverthelless, in 8 off
9 markeitss, conpetiitiiom drove prices down subsequemit to 1984 and in
those marketts 1988 fares were now higher by an average off 34
percenit.. Fares in these same 8 city-paiir natkeits are wellll above
ghe average fares in large hub-to-llarge hub markeits of the same

i Stames: .

St.. fouis (Tables 111-2.1 and 2.2) -- The overalll fare experience
at St.. Louiis has generalllly been simillar to that at Salt Lake City
but there have been differemces. Unlike Salt Lake City, fares at
St.. Louiis often decreased from 1982 to 1984, agﬁfmenwny refllectiimg
a share-of-markeit struggle between TWA and Opawrk. Fares subse-
guentﬂy began to increase untill entry occurwred by a nunber off
ifferent carmiers. As at Salt Lake City, howewsr, after
initiallly droppimg at the time enttry occurst, fares have steadilly
increased in most narketts where stillll nore entry has not occurresi.

The patterm of fare changes in St. Louiis marketts is also closely
related to the patterm of entry and exiitt. Of 54 changes of 10
percent or more, 38 coincided with entry and exiit off carmiens.
Mostt of the remminimg 16 changes were reductioms refllectiimg share
of nmarkett conpetiitiiom betweem Trams Worlld and Ozark in the early
to niid 80s, before Trans Worlld acquired Ozawk.

Entry occurred duriing 1987 or 1988 in five of the 17 St. Louis
markeitss, and fares decreased in three, increased in one and
remained unchanged in one. Fares increased in seven off the 12
narkets where entry did not occur during the Last two years.
Fares decllimed slightlly in 5 narkeitts where entry did not oeccur
during the last two years, apparentily led by an attenpit by TWA to
further solidiffy its dominamit posiitiom at St. Louis.
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Conpating 1988 fares with 1984 fares shows that 1988 fares are
lower in 12 of the 17 markeits. Howewsry, post 1984 fares dropped
in 15 of the 17 marketts, and in each instance 1988 fares are
higher by an average of 22 percenmtt. Fares in 11 of these 15 city~
pailr natkets exceed the average fares in large hub-to-hub nmatikeits
of the same distamoe.

Charleftite (Tablles 111-3.1 and 3.2) -- The earlly picture at
Charllotte was not controlllled by entry, but by the conpetiitiiwe
strugglle betweem Eastewm, whiich doniinated Charlletite in the eakly
80"s, and Piedmantt, whiich was builldimg its system around Charlotite
as its connectiimg hubh. After Piednont prevalilled, and in the
absence off entnry, howewer, fares in alll Charlotte markeits have
inereased in recent yeanrs.

Here agaiim, the patterm of fare changes is closelly rellated to the
pattern of entry and exiitt. Of 22 changes in price of 10 percent
or more, 17 coincided with entry and exitt. Five reductioms in
price of greater than 10 percent occurwed in 1984 and 1985, as
Eastern and Piednomnt competed for donminamee at Chawleititee.

Average fare increased from 1987 and 1988 in alll seven Charllotite
nmarkeits. The onlly entry in 1987 and 1988 was by Pan Anmeriicam with
a singlle round trip flight between Charllotite and Miami, to which
Piednonat did not respond in view off its very domimamit share of
that narieit.

Conpariing 1988 fares with 1984 fares shows that 1988 fares are
Llower in alll 8 manrkeits. Howewsr;, in each case, conmpetiittiom drove
prices down subsequemtt to 1984; in 1988 fares are now higher by an
average of 27 percenrt. Fares at alll but one of the Charlottite
city-paitr nmarkets exceed the average fares at large hub-to-llange
hub natkets of the sanme distame.

Less Concentraftedi Hubs (Tables 111-4.1 and 4.2))

The phenomemon of price increases in the absence of entry is not
limited to highly concentratted hubs that are doniinatted by a singlle
cartriierr. Phoemix, for examples, is not highlly concentirafted,
although it is a connectiimg hub for Amemica Westt,, and another lLow-
ecost carrier, Southwest, has a substantiiall presence there.
Although entry and the resulltiimg competiitiive strugglle broughtt
fares down in most Phoenix narkets in the mid 80's, in the absence
of stillll more entry fares have since risen in alll Phoeniix markeits,
except St. Louis-Phoemix where TWA is agparentny conpettii hard
for narkett share. In severall narkets the increases have been
quite lawge.
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Once again the patterm of fare changes is clloselly related to the
pattetrn of entky and exiitt. Of 32 changes in prices of 10 petceni
or nore, 25 coincided with entry and exitt. Entry occurwred in only
four narketts in 1987 and 1988 and three of the four were by
hubbiing cartiiers in city pairs where non-hub competiittiiom no longer
exiists.. These carriers did not elect to compete on price for
fatketr share but rellied on theitr hub presence instemd.

Coniparing 1988 fares with 1984 fares shows that 1988 fares are
lower in seven of the 12 mamdkeitss. In alll 12 markeits, howewsr,
conipetition drove priices down subsequent to 1984 and in each case
1988 fares are now highet bg an average off 23 pewrcenit. At the
same time, fares in seven of the 12 narketts continue to be lower
than the avetrage fares in large hub-to-large hub markeits of the
sane distance.

Two Carrier Hubs (Tables IIr-S.1 and 5.2)

Even hubs doniinated by two carriers show the same tendencies. In
the earlly 80"s in Dalllas narkeits where entry did not occur fares
generalllly inctreased substantiiallly (betweem DFW and DEN, MCI, LAS,
MSP, STL, and SLC).. Whetre entry occunsti, fares decreased, often
dramaticallly (betweem DFW and CHI, DTW, DCA).. In Dalllas markeits
whete the sane carriers have competed for severall years prices
have tended to increass, sometimes by large amoumits. Even in the
Dallas-Chicagm nmavket,, where five carriers have competed since
1984, prices have tended up.

Thirty-eligiit of 46 instances of price changes of 10 percent or
nore coincide with entry and exit of conmpetitors. In 8 of 9
narkeits where entiry did not occur in 1987 and 1988, 1988 fares
increased by an average of 15 percent over 1987 fares.

Converselly, fares wetre reduced by an average of 9 percemt in seven
narkets whetre entry led to reducttiomss. In three of the four
narkets where entry occurred and prices did not qu%, the entry
was on-line connectimg service. bbing carriers offemrimg 7 to 10
nonstop round trips in those markets chose not to price conpeite.

Cbmﬁamﬁm@ 1988 wiith 1984 shows that 1988 fares are lower in 10
natrkets and higher in 10 navkeitss. Howewer, in 18 of the 20
markeits conpetiitiiem drove prices down subsequentt to 1984, and in
each of these mmrkeits 1988 fares are now higher by an average off
alnost 20 petrcentt. Fares in 15 of the 18 city-pair markeits are
lowerr than the average fares in large hub-to-llangree hub markefts off
the sane distances.
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Competition in Longer-Huill City-Pair Mbarkeits

In the shorter-haull city-paiir markeits, conmpetiittaxs were identiiffiied
as those carriiexrs having a 10 percenit or greatexr share of totall
traffffic in the manrkeit. This sane standawrd cannot be tsed in
longetr—haml narkeits .

Generalllly, in Longer—hawl natkeits carrienrs with 10 percent or nore
of the traffffiic operate singlle—plame serviee. Entky and exit off
single-plane carrier tends to happen with niuch less frequene¥ in
longer—haml marketts. The entry does occur;, however,, in the Form
of new on-line connecttiing services as cartiers devellop new
connecting hub conpllexes at internediafte polimts.

On-lime connecting services often accountt for 40 petcemnit or fbre
of the totall traffffiic;, but are spread anong severall cartiers siuch
that no one carriier accounts for even five percent of the totall
trafffiic-. None off these cartienrs individuallly woulld be considered
a competitor using the 10 petcent standayii. Colllecttiwadly,
howeverr,, it is clear that,, in the pasi, they have disciiplined the
price off single-pllane carmienss. The question addressed hete is
whethetr the disciplining effect of on-line connectiing servieces has
continmed as the hub-and-spoke system of operation has matwred.

Our review of Longetr hawll, large hub-to-lLatkge hub city-paik
natketts shows that, as a generall proposiittiam, fare changes in
Longer-hanl markeits do not suggest that these natkeits are beconiing
less conpettiitiiwe2. Despiite the absence of entry, as neasured by a
carrier attaining a 10 petcemnit or greater shatre of nmwkelt, price
changes are not out of Lline with overallll industey tiemds, ieh is
evidence that on-[line connecitiimg services are continuing to
diisciplline singlle—plame fares.

One apparent trend in large hub-to-lamge hub narkets is that
single-pllane fares are increasimg rellatiwve to connecting fares.
This revetrses the trend that occuntred dutiing the earlly stages off
the devellopnment of the hubbiing system. At the sane time, however,
as single-pllane cartiiers increase theitr fares relatiive to connecit-
ing service off other camrierss, they allso tend to Lose share off
matket to the connecting catmienss. This, and the faet that
average fares in city-pains with signifiicamt amountts of connecitiimgy
serviice are increasiimgy at a pace consistenit with cost inereases,
are evidence that on-line connecitimg services .Zre continuing to
disciplline prices in longer—hawl city-paiir natkeits.
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Tablle ffI 1.1

Sallt Lake City Markets
Sellected Fare Comparisoms

Percenit Change

88 vs 88 vs ggsf 84 8 Asl:uall

87 86 Low (Yearl) 88 ACerage Entiy
Chiicago 3 5 5 (86) 28 (€9) W/
Denver 8 52 69 \BA) 7 (e9) 27
Dallllas (3) 13 13 (86) 26 (CQVuA) A/
Las Vegas 100 62 100 (87) 9 X
Loz Angelles 22 10 22 (87) 39 X
Minneapollis  (17)) (8) == (7) (PA) 4Y
Phoeniix 40 42 42 (86) 13 X
San Diego 13 2 13 (87) 28 X
San Francisco 8 (6) 8 (87) 37 X

*# The average is based on a straight-liime regressiom for large
hub-to-large hub city-paiir markeits.

L/ On-lime connectii serviicm. Three hubbing carriers proviided
11 non-stop round triips.

2/ Joinimg two other hubbiing carmiers.
B/ On-line connectiimg setviice.

4/ Non-stop service.

SOURCE:: Tablle Il 1.2



Salt Lake City Markets

Comarison of Average Fares with Entry/Exit of Campetitors

1962-1968
Salt Lake City-Chicagn
3rd  pesgage
Qtx. _Bare L/ M ¢ (.Y
88  §183.19 $169. ) . ) $190.7004)  $133.9508) A rieffsi ibtr8isaY fares-bep{t8 3D Iivafaon ity in
e 0eon ﬁfﬁ%\%hﬂlﬂhﬁ axmectig &am'rtbgis.
87 178.33  176.70(28)  154.31(9) 180.80(29)  151.44(0D)
86 175.07  192.42(20)  156.01(8) 163.40(39) hibbeesTatiill dogdetignatadDi indaxealf farecdfte UL Irdducel Mare
0 @i m Lodt Nrerkethahiase.
& 178.54  210.08(04)  140.43(12)  196091(Q4)  148.21(29) 11121 hiibirg ceirriers incoesse prite dedpite dEBtubberss (00)
fare.
= 160.45  167.57(®) 152.20(13)  38430%82)  155.11(6) o bwefane Bitty y~- RidGdtdm
a3 212.34 M1.005)  204018(14)  205.6H(4B) QOevit t— Incosam
aa 203.60 182.%6) 175.07018) 207.7208)  168.17(8)
Sallir Eleciitenver
3rd Prerage
Qtr. Fare IL/wa 4, FL (2.¢] T
8  $87.9% sg. ) §R.2(m) $93.978) _ o
a7 81.65 . ) 8.42(15) 77.04(38) o exdit /0D el y— GDdiidl inble felwseraas Nov-fare
carrier allowirgy firice increase.
86 57.74 58.12(35) 56.03(24)  $51.57(M) W/exix +- tncrease )
85 52.41 50.32(15) 50.25(10) 49.78(21) 50.18(28) aonttined-ietunt idnr i@ aesttiiomt tH@O.
(< 58,64 59.04(11) 60.03(11) 56. 70(23) 58.51(23) W bow-fhoe entryBe-ReRitdon
: <] 83.60 82.92(30) 79.74(17) 89.98(21) ™ k d0 WAE ¢ Increase
82 58.85 6lL.65(17)) 54.50(10) 56.40(14) 56. 10((7) $58.60(11)

§ 30 1 °8sq
2°1-I1I ®19BL

651
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Salt Lake Gty Mifkets

Giapiat iz e\ eerpe Rueas\ivi thBh ttey/FRitt df Odipet itors

Reduction as AA reacts to amtimed
low fares of 0 & UA entry.

WA/FL co-entry — Increase as
hubbing carriers (AA/IL) push fares
muxch higher despite @ low-fare
entry.

Reduction as hub carriers react to
FL.

FL entry — competitive reaction not
immediate bt fares drgp sharply
later.

Price escalates as same tlree

carriers oamgpete.

1962-1%8
Sallt Lake Citychilles
Daspace
Fare AA m = [09) A m
09813 H2E14)  aLBEW) $I2006%29) $126.22(14)
D86 178.7(2)  IPITRB) 116. 900%))
139.56  131.70(X)  137.78()) %5@.%@) $100.98(6)
141.02 122,57(8))  121.00(6) 139. ) 158.15(20)
169.26  165.42(0) 170.64()  170008(1B) 162. 61((11))
160,99  150.3442)  16400((1H)  16093%0H)
116.11  100.16(53)  102.6%(1))  116.64(19)
S lrketitcian Vegas
Average
Fare oL/ | a
$680.14 § BVRBRO2 $ 85.17(63) Acclmiddarim.
4.5  55.942))  41.09(75)
54.93 65,68(13) 483723064)  $78.44(10) (2 entry/warket share competition between DL/WA-HP — Reduction.
112,50  112.85()  106.8%(7)) HP entry — Reduction
129.29 m.gg) Fares escalate in the absence of entry.
119.66 119. ) Fares escalate in the abeence of entry.
95.25 94 109032) Fares escalate in the deence of entry.

§ 30 g °%8g

2°1-1I1 ®Iqel
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Shlt TiakeOCi yyp Srkbts
Oviepard sonc 6 WE:GB% HitEy/Exit Gl Ponpectd tars

3rd  Average
Qr. Zagr J 1 InfAR_ R 2] i
88  $134.92 $138.08(5]) $13813GE36)
87 110.77 121, 3265)) 86.94(23)
86 122.45  1L30.30(59) 9835839)
& 14006  142.5281)  120.56(01)
84 152,99 153.90(85)
8 18D.09  F29:32(76)
82 91.28 99, 95654) $96.27(V7)  $IL.47022)
Salt Lake City-Mimeapolis
3d Average
Qtr.  Fare LM NW/RC @ A
8 $16.91 §117. )  §d8.18(1) . )
87 w2 132.?;@) BZ.E%) #%0.16019
86 19645 123.83(61) MLONTB(E) .
&8s 120.49  116.27(52)  127.98(12) $104.15(9)
84  148.60 MLOW(W\) 146.50(21) 138.66(21)
F2¢] 169.23  15AK1662)  LER35(I7)
®  1681.94 187.74(438)  1806%02)  141.23(1)

hecnwoidition fafeer DXAM-tIPaoppetitiee sstuggle.

HPenitEs —\REGE LN

PSR exkti —Increape

- —— Regut
fdcea®htoh — Ihk)<E

@exit — Incresss -

@R pmkry —FRMRIn

o exit —=IREBAR AT Bl Ndealitd hy | caek idms tdafititie Gangaipete
at @D isiuckd dhee clesbl .

vl

¢ 30 ¢ 9%eq
2°1-111 @198
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Salt Lake City Markets

Oosparison of Average Fares with Entry/Exit of Oomgetitars

19&2-1968

Acocesodation — Increase

IL/WAP campete for share of market — Reduction.
HP entry — Reduction
KC exit — Increase

Acoomeodation — Increase

IL/MWAHP canpete for market share — Reductiaon.
HP entry — Reduction

Salt lake City-Phoenix

Average

Fare IL/WA Hp ]
$102.86 $112)55633) %eyg)

73.63  76.69(38)  69.8IE2)

7228  7H3B0)  69.4308)

86.77 87.24(2) 8485 (45)

123.60  126.28()

112.56  110.4(8) $118. & (11)
105.58  L1L.3K(EB) 101.92((%0))
SaltlakegixRdegh
ol _wm al s
$§127.56 @359(38) SN15E64494)

112.95 125%{53) m.Eg(iaa)

124.81 13 se4bl) 1084 631))

152.20  138:19{94) $136.9¢(12)

139.& e s FNT™y
Q.79  INAESY)

@ entry — /A very dminant and does not react.

PS exit — Increase
$90.42(32)

291

§ 30 y 98eg
T°1-111 ®198L



Salt Lake City Markets

Omgarisn of Average Fares with Entry/Exit of Oopetitars

1962-1968
Salk tLhichr GiG-Sarr Eraandiann
3rd  Average
Qur. AbeF msa uA HP PS RC
88  $133.53 SI¥IS2) $133.90(20) $114.32(20) Accommodat ion
87 12371 134.45(50)  131.36(R) 77.06(20) Three-way competition for market share —
Reduct ion
86  139.89  142.53(B)  144,00(39)  90.81(10) HP entry — Reduction
a5 144.51  14L.95(%))  145.24(N) RC exit — price reduction as Diy/WA-LA contime
to aaonpete at RC imuced levels.
84 154.40 1SR&2(48)  154.06(8) $143.63(12)
83 128,10 126.03(53)  125.31(H) 128.11(5)  PS exit — Increase
82 89.10 86.22(12) 90, 908) $85.29(22)
SOURCE: griaiim inegia o f wI-lirne Passemsers TirEa - .

Data Bank 13, filtteead.

€91
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St. Ioilis Markeits
Sellected Fare Compariisons
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Percent Chanege

88 vs

87
Atllanta (5)
Bostom 3
Chii cago (14)
Denver ==
Dalllas (4)
Detroit (7)
Houstomn (1)
Kansas City 8
Miami 2
Mi nneapa 1iis
Newatrk -
New York ==
Orlando 10

Phiiladellphiia (§)

Phoenix
Seattlle
Washiingttan

(2)

88 vs
86

10
9
(3)
38

14

(38)

88 vs
Post 84
Low (Yearr))

10 (36)

5 (86)

13 (85)

38 (86)

18 (85)

13 (85)
101 (85)

2 (87)
2 (89)

50 (85)

53 (86)

10 (87)

5 (86)

24 (86)

2 (86)

88 Actuall
vs

88 Zeerame'

10
8
(34)
23
25
(31)
(22)
21
1
17
16
45

Tablle 111-2.1

Entry

X
X
X

(€0) LY
(CO/BM)

(€o) if

g

MM M M M M MK K X

* The average is based on a straight-llime regreasieoh for large
hub-to-large hub city-pair nmarkeits.

by Joining other hub carriers.

SQURCE: Tablle 111-2.2



3rd

88
87
86
85
84
83
82

3rd

8e
87
86
85
84
83
82

3rd

87
86

85
84
83
82

St. Louis-Atlanta

Average

Rear= Bl

$ 98.69 $103. %)
l04.@2 104. )

. 89.58 95. )
11792.08 102. )

132. )

126.42 124. )
122.04 118.9% 024)

St. Lewis=Baston

Aver age

P ar =

$139.22 S$1341.52(88)
135277 124.92((77)
127.28 116..40X 654)
139.13 137.91X57)
189.42 185..61 €58)
165.69 158.i19 ('26)
175.86 173.84 689)

Krebagk - —

Iakea o -AA_~1

$ 48.66 $ 44.30¢010)
56.71 43.654)
50.22 a0.81(6)
41.75 39.13((})
77.00 75.36?6))
63.832 65..69(11)
69.50 72.539)

compar faon 6#Aver age Fares with Entry/Exit of Conpetitors

EA

$ 96.62(22)
106. )

i e
105..

132,§§g¥3)
127.37¢29)
1215 465)

PE

$119.32(1))

™
$ 42.99(31))

64..30(43)
57.60(8)

45.03(1®)
76.31(
67..47

74.070(8)

St. Louwis Markets
1982 - 1988
m 02
$ 93.41((34)
101.24((3D)
98.81((%) $ 81.09((%)
76..10((11) 86.88(23)
127. ﬁgﬁ)
122.
113..90(¢100)

PB exits--Increase
PE ent ers--Reduction

Relld t 0 BOS-MCI fare lowewredl as a result of

—UA
$ 46.38(0)

50.24¢1)
45.48013)

41 27((®)
e

$ 57.52(x6)

41..30(G6)
T7.03(653)

64..00 3B)
70.62(5)

Three-way conpetition for

02 exit--Increase.

™ entry--Reduction

Price escalatte® until

B
$ 52.23143)

48.27(38)
42,08(12)

39.74(2%)

$ 52.50(1%) UA entry--Reduction

58.17(022)

share of market

T™ enters.

691

lowfare entry by ML.

Average fart decreases
as T™ trys tO regain

| ost market share.

02 exit--Increasaie.

Pri ce escalaites as
hubbing carriers
increase fares.

UN ent ry--Reduction
ML exit--Increase

9 30 1 °8eg
Z°Z-111 @1qeL



3rad
88
87
86
04

83
82

3rd

88
87
86
85
83

82

St. Louis-Denver
Aver age

Par e - ., ol
$135.95

$136.. )

135.51 132. )
98.61 103. )
108.13 102. )
116.43 122.%% (E9)
115.55 113. )
134.01 135..%%;)

St. louis-Dallas

Aver age

P ar e ITAA_~1

$11B.05 $125. )

122.61 133. )
103.45 129.21((0))
100.14 122.42(1711)
104.67 103.. )
115.43 1272.

107.19 118 (M(Giz)

St. Louis Detroit

Average

BEaze o _mIN__

§$ 59.30 § 62.5%u6s)
63.88 )
95.81 97.
84.10 79. )

117.51 115..&5@)
114.16 117..0% 62)
122.15 122..04 659)

St. Loui s Markiets

Conpari son of Averaa®e Fares with Entry/Exiitt of Conpetitors

—UA

g
96..80((23)

101..101 (1d)
121.7469)

113.2% @)

T™H/0Z
1254 co9)

113.34(K9)
117.
113.
114.

95.

— - -

$101. asxm)

13(1)'7 )
110. %

125,465 GLL)

1982 - 1988 -

_€6 FL

$117..
130.. )
s 90.
104.
112.

126.. )
135..%%
_€0 _BN
S 95.06((7D)  $136.0%K (DY)
NW/RC _UN
S 46.40CZ)  § 63.32022)
60.. ) 52.87((0)
91..@%) o
82.82(CA)

s 85..54((1)
107..7( e2d)

104..31(G8))
1083 ct)
_Sr

95..62(2))

CO entry (not low fare),
PL/OZ exit--1ncrease

Price drops with FL's [ ast stand.

Pour-way conpetition for
Barket share until FLYO2 exit.
UA enters--Reduction

Sk exiitth; CO,BN entry--Reducti on.
Increase as hubbiimg carriers
increase price and gain narket
share.

S entry--Reduction

Hub carriers continue to react
to UN--Reduction,
N entry--Reduction

NWRC ent ry- - Reducti on

Mllast pri ce changes as TW{R
conpl ete.

9 30 7 9%¥eg
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3rd

88
87
86
85
84
83
82

3rd

87
86
85
84
83
82

3rd

88
87
86

85
84
83
82

Sk. Louis+Houston

Average

P a r i

s 81.13 $ 74.35(E30)
81.92 79.76&(655)
79..4% 91..32({3M)
71.86 80.44((1}B)
119.31 128. )
120.79 113. )
97.23 91.1 )

Aver age

P ar ..

$ 87.30 $ 93.9453)
80.56 86.22(5H)
64.55 71.81(CH)
43.53 46.56((34)
64.20 63.1:5(bd1d)
S$7.82 58.59(37)
84.60 93.17¢23)

St. Loujis-Miami

Aver age

B o . .

$132.13 $139..068 699)
129.26 1283 DY)
129.77 130..21m (65)
150.88 160. )
168.88 168. )
172.41 175. )
163.4% 159.104 054)

Conpari son of Average Fares with Entry/Exit

02

$ 70.83GL)
68.30(G)

111. )
123. )
88. )

02

$ 60.62(25)
40.94(0%)
64.95%))
56.26(8)
80.96(E8)

—BA

$116..09 61))
114.0717)

121 68(17)

144.85(24)
164.17(18)

168. g;;

156.

Sx. Lowis Mawrkets

of Conpetitors

02 exit/CO entry--Little change.
WN entry--Reduction

T exit--Increase

BN entry--Average fart increases as T™'s fart

i ncrease (63% share) ofteets BN'S| ow fare.

02 exit--Increase

Bubbiing carriers increase fares despite AL entry
02's final attenpt to regain Share.

frw/02z Conpete tOf share.

Fareg stabillliisied after 02 exit and have started back up.

Three-way conpetition for

mar ket Share, apparently led by

02, brought fares down.

1982 - 1988
—_WN €0
$ 94.949) $ 76.24(B))
84.50(23) 75.47 (13)
72..4%((30)
66..96 (39)
T
$118.00((¥3)
AL — BN
S 66.92(¢23)
s 75.4%(2)
52..83((11)
02
$127..00 ¢es)
150.1 )
" )
165. @)

9 3o ¢ a8eg
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3rd

86
85
84
83
82

3rd

88
e7
86
85
84
83
82

3rd

88
87
86
85
64
83
82

St. Louis<Mihhéapbl Is
Average
Boe e DNWRA/

$ 92.26 $ 92

¢43)
87.53 )
78.88 15, )
86.54 87.2 (]1 )
129.69 126. )
112.06 110. )
112.72 105. )
Average

P ar e ITMRAs

S145.04  $145.421009)
DATA PROBLEM

114.71 117.
96.40 131.
144.71 141.
136.17 135.3
171.00 170..62 G5

Aver age
Par e - ..

$181.39  $195.71(E%5)
(65

DATA
118.30 170. )
134.71 162. )
132.72 126. )
154.48 182.

X86.29 198.6 (113))

St. Louin Markets
Comparison of Average Fares with Entry/Exit of Conpetitors

1982 - 1988
RC TW 0z
$ 90. )
88. ) RO/OZ exit--Increase
s 70.74((34) 92..61((9) $ 68. )
83..42((1K8) 77. ) 85. ) TW entry--Decrease
123.73((24) 129.53((43) RC entry--Increase
108..93 6588)
113..79((37)
PR

PB exit--lncrease

)
) PE entry-Decrease

PE exit at EWR
Reduction related to PE at BWR.

]
§= ™/ and 02 conpeting for narket share.

9 Jo % 93ed
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3rad

88
87
86

85
84
83
82

3rd

88
87
86
85
84
83
82

3rd

88
87
86
85
84
83
82

Sk. Louis-Oclando

Aver age

Bitar e ITos
$120.31 $122.71(63))
110.05 109.7 (@)
120.43 129.
$28.29 117.23(@)
156.97 146.92((13)
146.69 144..74363)
140.21 146..70(@)

St. Louis-Philadelphia

Aver age

F ar e
$131.83 $129.71(6R))
140.12 137..06(@m)
1372.73 189..92 619)
143.41 148.83(G1)
160.89 161..51((EB)
121.25 117..36((@H)
164.47 157..12(GH)

St. Louis-Phoenix

Average

Boa . . 1V,
$127.90 $110..60(CH)
140.12 153. )
117.14 140. %‘%
161.52 150.74((3@)
188.00 193..58((&7)
166.21 161. 91%(%)
191.06 182.91

$120..26((53)

145..61((47)
164..0H(G3)
157.42((30)
141..16((37)

02

$1.25..02((23)
135.42((13)

157..18((13)
111..53((03%)

170..03((22)

_HN
$156..66((32)

1 an

St. Loui s Mamketis
Comparison Of Average PareswWi th Entry/Exit of Conpetitors
1982 - 1988

—EA

$109..22((21)
106..8%((10))
101.24(055)

103..52((10))
124.30(08))
123..9%((11)
123.77(199)

FL

$164..50) (15)

DL

$100..43((2D))

$152..4%((02)

Accomrodat i on

OZ exits--Reduction as TW/EA conpete fOf share.
DL exits--Reduction as remaining carxiecs
conpete at DL i nduced fares.

DL enters-Reduction

i

)Fares escal ate with same conjpeitiiftokss .
|

—
()]
(Vo)
]
Reduction as MW conpetes for market share.
WN entry--Reduction
FL/RC entry--Reduction
o 3
)
0o o
[L 2 o
®
wn
-4
o
™
[ 00 N ]
[N



3rd

88
87
86
85

83
82

SOURCE: OrigiiniDestipafiosn Sinwef-of Airling passe
DataBank TV

SStouis-deatkme
Aver age

P ar ATH .
$175..62 $166. @4((7‘11))
158.33 158.03 59)
142.18 156. .47)((3!73)
186.09 185.120
228.29 210. )
198.38 189.4%@
209.28 205..98((1199)
Aver age

P ar TMAs
$113.81 $111..64 68%)
116.08 114.84 55D
111.81 111.25 G59)
122.28 118. (433;
117.2% 114.
115.55 11&%@)
151.33 150..92 G0)

St.. Louis Markeits

Conpari son of Average rRakesW th Entry/Exit of Conpetitors

—UA

“ e
. )
126.35((27)
163.76((20)

—0z

$104.
133.27
110.

111 .M((]l]l:l)
157..00((2%)

Reduction as on-lint connecting market share trippllest to 28 percent.

1982 - 1988
WA _EA
$116..13((110)
197..43((11))
$195.. 74((30)

0Z exits--lncrease

Reduce to MCI-RAS levell where ML entry brought fare dowm.

£ 1tered.

nger_Trafffir

WA exit--lncrease

UAAMA ent ry- - Reducti on

01

9 3o 9 ¥3eq
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Tablle 111-3.1

Charlloitite Marketa

Percent Chance

88 vs

87
Chicago 33
Dalllas 15
Detroiitt 17
Mianii 5
Newark ==
Philladelyphia 17
Washington 15

88 vs

88 vs Post 84

86 Low (Year))
21 33 (87)
11 15 (87)
24 57 (86)
3 12 (85))
15 40 (85)
19 19 (86))
3 15 (87)

Sellected Fare Compatriisains

88 Actuall
@nm@* Entry
28 X
22 X
8 X
3 (PA)
(3) X
22 X
14 X

# The average is based on a straight-llime regression for large
hub-to-llame hub city-pair markets.

SOURCE: Tablle III 3.2



Chixkl1Gtitle Markets
Conparison of Average Pares with Entry/Exit of Conpetitors

1982 - 1988

3kd Average
otr =4 N LA —EAR
88 $125.08 $122. M(?K)) 8129..%2%(]]]3) I ncrease as Pl achi eves doni nance.
87 93.81 85. 107..97((10)) EA exit--Reduction as Pl strives for
86 103.70 1 108.2%(1®) s 97.1m@x4)
85 112.32 110 109..89((133) 105..77((1%)
84 131.1% 122. 140.3 ) 123.81((2D)
83 129.98 124.51«4m) 136..32((18) 121..69((22)
82 101.24 95..07 GB8) 99.47(9) 99..42((333)

Charlotte-Dalilas
3rd  Average
Qtr P arr AA DL EA
88 $148.10 $149. $159..57((20) $125..3%((11)) $124..76% 63) Acconmpdat i on _
87 128.82 117.82 ) 145..9%(%111;) 115.63((1%) 112.07((7) DL/BA ent er - - Reducti on
86 132.9 122. ZW ) 153..92((2M) .
85 147.92 139.2 ( ) 148.03((37) AA enters--Reduction
84 163..02 160.4 ) 166..3%(7) 156..1% ¢9)
83 159.20 152.0 ) 166..%8) 150..22((7)
82 171.46 168.67((62) 163.. ) 149..09((04)
3rd %vefage
Qtx P a r EA —AL _bL
88 $ 98.16 $ 98 § 89.78(®) AL exit--Ilncrease
87 84.20 83.70((4) $ 92.08(19)
86 79.47 84.3@ (21) 91..22((%) ]
85 98.47 100..%(23) 67.58 (7)) AL entry--Reduction
84 131.88 126 O(D((GBS)) 142.92((17)
83 127.07 125.%% 650) 123.31((3W) Pl entry--Reduction
82 153.43 B 149..6%{(%3) $161..74((13) y

€ 3o 1 98eq
2 ¢-1I11 91981
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3rd

87
86
85
84
83
82

3rad

88
87
86
85
84
83
82

3rd

88
87
86
85
84
83
82

Chaxlotte-Miami
Aver age
P ar e P I
$104.12 $107..2%((®4)
99.14 95.6%(78B8)
106.96 104.23(650)
93.37 96.49((30)
132.59 123..@54 G39)
138.67 137..6%%)
130.34 125.2 )
Charlotte-Newark
Aver age
P ar e P I
$ 90.66 $ 90.31(84)
DATA PROBLEM
78.7% 79..39((3D)
64.54 63.66(658)
103550 91.21((4%9)
123.49 114..67((438)
103.99 92.21((34)
Charlotte-Philadelphia
Average
mana-=o P 1
$106.63 $102..29((#E3)
90.93 88..@(%?)
89.56 88.30((710)
91.42 88.42(658)
114227 111..63((40)
112.71 101.22(u65)
120.%7 95.72(63)

—EA

$ 98.53(K5)

98..97(16§)
107.27((34)
95.51(GP2)

131.74((34)
127..92((44)
126.75(573)

—EA

§ 87.2%(BY)
115. 1340

132.72(43)
108.76(53)

> $2-78/ o)
1272 0

133.65((52)

Charllotite Markets
Compariison of Average Parts with Entry/Exit of Conpetitors
1982 - 1988

—m—
§ 94.00(B3)

73.38(23)

—PE

$ 69.89K23)
55.55(28)

PA entky--PA's |low fare is offset byPk"s fare increase with

dom nant market share. PA entered witha single flight.

PA exit--Increase
PA entry--Reduction

PR exit--Ilncrease

PE entry--Reduction

BA exit--Increase

Pu/EA conpete for share until PI

achi eves dom nance and EAexits.

i

€ 30 ¢ 98sq
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3rd

88
87
86
85
64
83
82

Aver age

$ 90.16
78.%67
87.43
82.39
91.37

102.@8
868.42

= .

$ 88.74((92)
76.23(89)
87.70(E65
84,08(653)
93.08((41D)
94.97 (48)
84.37138)

Charllotite Markets
Compariison of Average Pares with Entry/Exit of Conpetitors

1982 - 1988
.
BA exit--Reduction. Increased in 88.
S 85%.83(0273)
83.79(G3H)
110.44(024)
102.5540)

88.88(653) PI/EA conpete price down until Pl achieves dom nance.

bL1
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Phoeniix Markete

Tablle 111-4.1

Sellected Fare Conparisains

Percent Chanae

88 vs

87
Denverr 14
Dalllas 19
Houst-omn 18

Kansas City 17
Las Vegas 11
Los Angelles 14
Mi nneapel li is 6

San Diego 6
San Francisco 6
Seattlle 14
St.. Louis (9)

Salitt Lake City 40

88 vs
88 vs Post 84
86 Low (Year)
55 55 (86))
24 38 (85)
55 55 (86))
9 17 (87)
U 11 (87)
15 15 (86)
8 8  (86)
2 6 (AR)
4 6 (87)
(2) 14 (87)
9 9 (86)
42 42  (86)

88 Actuall
88 AvmEme+  Entey
1 X o/
34 X
13 (€o) 27
(21) X
(46) X
(48) X
(4) BY
(47)
(18)
5 w/
(12)
13

* The average is based on a straight-llime regression for large
hub-to-large hub city-pair markeits.

A/ Two hubbing carrietrs added service (€O and HP),, and two
carriers terniinated service (FL and WN)..

2/ Joining another hubbiing carmier.

3Y €O and BN added on-llime connectiing service and RC was merged

into NW.

A/ AS and HP added service and PS ternminated service.

SOURCE: Tablle I 4.2



Phoenix Msrkets

Conpari son of Average Fares with Entry/Exit of Conpetitors
1982 - 1988
3rd vekdge
otr Pun\gs LA —co _BP _EL _WN
88 § 95.7mm $ 99.8WCX0) § 9B.GHUD) § 88.4%PDY) Accommodat i on
87 83.39 85.53((2M) 81.6X(34) 78.79((ZN) PL/MN exit, HP entry--lncrease by
hubbing carrier.
86 61.73 61.17((40) $ 59.63((0p) $ 58.06(22) CO exit--Decrease fares held down
. by N and FEL"s | ast stand.
85 66.92 70,24(( 73.i5¥e2)) 69..85((2%) 54.06 (312) _
84 53.58 54.77((2 ) $3.96((r7) 52.43058) 49.00(26) CO enters--Reduction
83 78.90 76..5(( UA 78..10 ¢400) 74.59(8) WN ent er s- - Reduction
82 120.73 114..71(1((1155) 119.14((22) 117..93((31) 120..60((24)
]
Phoenix-Dallas —
3rd  Average \,
Ot P ar e A1 —DL —BN o
88 '$3156. 52 $169.9%(3Y) $171.47((23) $131.52(GF)
87 131.22 135. ) 141.35((13) 112.1 ) _
86 125.64 133.9 ) 141. W(M) 108..63((0) Continuous increases thru 88 with same 3 conpetitors.
85 112.80 132.50((03) 118. 99..97((&®) )
84 117.44 113. ) 124.4 ) 109.79((22) BN entry--Reduction
83 167.38 163. ) 161.
82 169.73 170..36(D) 199. m((m
Pheoenix-Houston
3rd Average
et P a r e AV, | N —C0 —EA —RC
88 $136.31 $145.33 $120.61((3 _ _ _
87 115.55 107 566 (6 ) 123.09(( CO entry-co did not reenteras lowfare carrier, allow ng
price increases.
86 87.95 85.3708%) COexit--Little change to average fare despite wa‘a$9
i ncrease.
85 89.83 74..69((6D) 106..3 099) ER/RC eXxi t - - Reducti on as wmyCO conpete for market share.
84 98.72 10&?&(@ 81..4%((83) $ 87..%%) §$ 93.6 ) CO lowfare entry--Reduction
83 130.12 102 ) 152.19((1) 147 4 (27)) CO exit--Increasé A
82 102.15 91.74022) 102..54((2%) 92.34((12) 058) b%gg-
*F
gl
&0
= A



3rad

88
87

85
84
83
82

3rd

87
86
85
84
83
82

3rad

88
87
86
85
84
83
82

Bhoenix-Kangas City

Average

= V2 PO =: N

$101.3B $ 81.631(24)
86.36 aswa&«g)
92.97 90.17((33)
107..60 102.24((29)
90.712

116..47

125.48

Bhoenix-Las Vegas

Average

Bia o AV..| N

§ 39.76 § 43.55(54)
35.41 36.74(18)
37.12 37.79((14)
39.18 39,03(((%1)2
39.85 39.00((
38.31 36.73(3®)
37.21 34.89()

Phoenix-Los Angeles

Average

P a t = +=3

$ 4.
39.16 $ 42,4968)
39.03 38.9%2(0))
44.05 44.27(03)
S0.22 46.25020)
49.35 43.96(G10)
$9.32 S1L.08((21)

Coapariison of Average Fare Wi t h
1982 -

—BA

$ B6.48(1)
73. 26 4B)
90.09¢3S5)
109..26((33)
85..56((1%)

HP

S 35.46(42)

35.63(80)
36.60(%S)
38.98(53)
38.92019)

—HP

§ 45.9%@E1)
39. 61((GW)
40, 77(E61))
€2.04(56)
38..90(000)

—WN

$141.35(26)
102.67(023)

94.. 73 (19)

§ 44.29((5)

46.521059)
38..62G0)

—_WN

§ 44.61(2)
38.3:31018))

30..30((19)
39-0001))

40.62(20)

Phoenix Marketd®

Entry/Exit of Conpetitors
1983y w
—HP W —RC
§ 92.81(A) S 85.54((21)
109..94%(4%%) 117..2@(20)
121.95((%0) 124..16((06&0
—UA
over the seven-year period.
$ 34.26(004)
41.0%{B3)

e

68.44(05))

Accommmodat i on

WN entry--Reduction
HP exit, BN entry--Ilncrease

S 92.72((Wd) EA/HP entry-i-Reductit iom

Very conpetitive nmarket with very little change in price

$ 47.21(20)
43.10((12)
59.51((1%))

LLT

PS exits--Increase

WN ent er s- Reduct i on

% 3o g °8eg
Z°%-111 °T19qel



3rad

88
87
86
85
84
83
82

Phoenix-Minneapolis

Average

P a r N W
$139.07 $153..46C2)
131.78 146..66(55)
129.09 124..37(U63)
148.63 148.40(209)
157.50 152..44((3%)
183.42 173..08((371)
165.96 157..23((389)

Phoenix-San Diego

Average

ana- AV U

S ‘00% s ‘7#4‘(5»)
38.80 37.272((30)
40.10 37.80((2Nn)
40.84 39.00((23)
40.11 3%%%)
40.85 42. )
35.38 36.23((24)
Phoenix-San Francisco
Average

Par AL/RS

$ 83.13 $ 69.94((20)
78.21 8&%%)
79 .46 91.7% (1B8)
84.39 83.19((a2)
73.91 12..%53)
71.30 69. )
77.43 69..63 (IL1)

Conparison of

$130..38((C2%)

152..85((23)
153.22((2%)
176.15((42)
174.40((23)

HP

S 34.4%¢4D

39.7
38..66160)
38.82(22)

UA

$ 73.44((20)
75..54 C24)

77..55((25)
87.36((28)
72.89(20)
69.. 48((27)
76..87((109)

co
$111..22((140)

100..44((3)

132.25((2%))
147.5%(130

$ 44.33(09)

41.70(0xr))

3519 0e9)

HP
$ 88.94(029)

69.291(3%)
74..14 G22)
76..42( (i)
74..50((0))

BN
$105..3613)

93.8(02))

UA

s 139.97((0®)

s 39.52(9)

35..40((®)
32.94020)

_MWN
$ 89.42(0Z0)

78.93(D)
72.
65,%((611555))

Phoenix Mesrket®
Average Pare® with Entry/Exit Of
1982 - 1988

Conpetitors

CQ/BN ent er (wi/connecting service)--1ncrease, as |arge

i ncrease by hubdom nant carrier offsets lowfare entry.

Nw/®C conpet e for dom nance at MSP.

CO enters--Reduction
WA exits--Increase

Fares in this market have remained very conpetitive
throughout the seven-year period.

$ 74.42(2%) AA ent ers-Reduction
RC RC exits--Increase
§ 72.03(24)

71..58((33)
75.65((32)

WNent er s-- Reduction

7 3o ¢ 988g
¢ 9-I1I1 9198}
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Phoeniz Markets

Compar isom Of Average Fares with Entry/Exit of Conpetitors

Phoenix-Seattle
3rd  Average
Qtx Earera LA —WA
88 $140.58
87 123.37 $112 .22 04)
86 143.83 124. ) $128. )
85 148.7% 153. ) 150. )
84 155.93 142.3% (04) 164.61((18)
83 143.80 135..70(077) 142.66(04)
82 143.70 139.6X (09 136.53(235)
Phoenix-5t Louis
3kd  Average
otr P ar e i —WN
88 §127.90 $100.64 658) $156.. )
87 140.12 153. ) 125. )
86 117.14 140.. ) 92.3%(4N)
85 161.52 160..74 GD0)
84 188.01 193. )
83 166.20 161 .91(E89H)
82 191.06 182.91( (22)
Phosnix-Salt Lake City
3kd  Average
Kk P ar e DL/WA _HP
88 $102.86 $112 .5 631) $ 96.37(EMW)
87 73.63 76. ) 69.80(ES2)
86 72.28 73. ) 69.43 (45)
85 86.77 87.24/(32) 84..8%((4)
84 123.6@ 126.28663)
83 112.56 110.41(7X5)
82 105.58 111.3% G8d)
SOURCE: Qi gim-Destti ngp ign

AS
SLAL. 4 L63)

132.33 Q)

FL

SL6AI. 50(16)

it s e

Survey of Mirlivme Passenger

1982 - 1989

BP

$132..9% GT7)

106..17((&0))

WC
$146..53 (1))

$152..4%((123)

Accomrodati on as HP domi nance increases.

PS NW

gt

$139..36 (11)
142.75 (7))

Reduction as ‘W conpetes

WNentry--Reduction
EL/RCent ry- - Reducti on

HP entry--Reduction
RC exit--Increase

Traetff e ..

Dmtta Bank 1V, filteeesd.

145..90(G00)

AS emters{UA & PS
exit --Increase

HP enters--Reduction

PS enters--Reduction

6L1

share

b 3o # °8eg
Z°9-111 °a149®}
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Tabl e tkk-S.1
Dalllas Markets
Sel ected Fare Conparisons
Percent Chance
88 vs 88 Act ual
88 vs 88 vs Post 84
87 86 Low (Yeat) MM* Entry
Atl anta (8) (2) 2 (895) 17 \BY)
Chi cago 1 13 13 (86) 23 X
Charlotte 15 11 15  (87) 22 (DL/EN) L/
Denver (28)) 24 24 (86) (2) (BN/CO)
Det r oi t 13 12 13 (87) 23 X
Houst on 9 17 18 (85) (26)) X
Kansas City (2) 34 48  (89) 28 X
Las Vegas 15 14 15 (87) -- X
Los Angeles 21 25 32 (89) 33 X
M am 3 3 3 (87 - (PA)
M nneapol i s (17) (2) 2 (89) 17 BY) L/
Ol ando (6) 7 T (86) 1 BX)
Phi | adel phia 2 (1) 12 (85) 20 (AR 1/
Phoeni x 19 25 39 (85) 34 X
Pi ttsburgh 14 1 14 (87) 4 X
St. Louis (4) 14 18 (85) 25 (BW/CO) L/
Salt Lake City (3) 13 13 (86) 26 (co/um) 1/
San Diego 2 15 15 (86) 14 (c0) L/
Tanpa (5) 8 8 (86) 15 (€o) L/
Washi ngt on 21 21 32 (89) 27 X

* The average is based on a straight-line regression for |arge
hub-to-large hub city-pair narkets.

A/ On-line connecting service. Hubbing carriers have frequent
non-stop service.

SOURCE: Table 5.2



el

Dalllas Markets
Conpari son of Average Fares with Entry/Exit of Conpetitors
1982 - 1988

3rad

RodtagsAtianta

331!

otx Pare -—m= AA EA _BN
8e $124.83 $121.98((@H)  $127.95(0F)  SL13.7® QM) $i35..355 63) BN entry--Reduction
87 135.66 135.2% (64 139.7%(03) 124.27((02) )
86 127.03 123..2@((338) 134.%4((19) 116.55(0122) *_£0 CO exit--lncrease
85 122.79 126..00(00) 117.19%((29) 112.4%((0®) $103.22((0D)) CO entry--Reduction
84 156.51 155..03((&2) 158..23((077) 151..33((%) .
83 154.84 154..37((333) 149..541(20) 153..28((%) AA entry--Reduction
82 164.34 166..64((5)) 168..16((031)
Rallas-Chicago
3td  fverngis -
otr R a2 _EM.-1 HL UA —DL —BN
88 $137.28 $144..30(38) $130..62((24) $159.18(3) $131..66((20) $118.85((17) Price escal ates over a #-yr period with 5 |
, conpetitors but no entry.
87 136.71 141.020€3) 127..72((1%) 136.27((3) 130.62((21) 118.87((13%)
86 121.04 135.87(29) 102.17((2%) 129.705 69) 123..022 68) 106..99((13)
85 121.17 131..03((2%H) 120..%(%3) 124.23 (N 126..3M4 64) 96.0 (@) )
84 119.79 119.33((38) 114.30((2%) 121.01 (7) 112.34 68) 111.53((12) BN entry--Reduction
83 130..68 144..53((0) 93..@%) 131.39(8) 127..83((1%) BL entry--Reduction
82 134.43 150.. 5650 99. ) 126.33(6)
3rd  Aver d(€
otr BRaa o ERI AA DL EA
88 $148.10 §149.53(F3) $159..572((21) $125.3%(11) $124.7%4 €B) Accommodat i on .
87 128.82 117..32((@) 145.91((21) 115.69((1%) 112.0773) DL/EA entry--Reduction
86 132.94 122 27(54) 153..90 £59) ,
85 147.92 139..2%((38) 148.03((37) AA entry--Reduction
84 163.02 160,49((%) 166..3 (7)) 156..1%H 04)
83 159.20 152..08UM2) 166.62 (7) 150.20((7})
82 171.46 168..674%62) 163.79(() 149.09.(14)

[ 30 1 9%eq
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3kd
88
87
86
85
83
82

3rd

Dallas-Denvex

Aver age

Par e

$ 99.08 )
132.11 128 a
80.10 76..97 55)
110.67 110. )
105.01 103. )
141.45 138. )
78.45 74.20(C7))

Dallas-Detxoit

Average

P ar e IDANM

$153.38 $161.. 57 ¢4))
136.26 133. )
137.50 148. %%ﬁ’
137.37 143..93 GB8
142.21 135.67( 50
144..070 151. )
191.52 203.8

DRallas-Houston

Aver age

Far e IAh -1

$ 52.99 $ 50.02(
48.38 42.59)(
45.30 44.00i¢
44.80 50. 06((11)
36.40 3270
39.48 45.12((02)
29.09 52,2%6))

Dalllas Maxkets

Compari son of Average Fares W th Entry/EX|t of Competiitox€

A ~E  _DL

S 89.3
120-23009)
80.12(2)
114. )
1os..§§)
139. )
76.. 005

DL
SL44.AF 0B3)

139. )
130.3 )
122.6 )

137. mﬁs)
200..1

—hN

S 53.38%6
49.77((
45.12(¢
41.57((
38.62((

38..68((30)
“33)

— — - -

$101.

138.
19,23(0155)

115. )
96.3 )
142. )

70..2(I55)

NH/RC
$1.46..31 (65)

125..00((17})

136. )
1372. )

02
S$144.0% (1))

—NC

$ 44.94((22)
47..90(( )
36.7

38 g%)

1982 - 198%
_FL _BN
$ 67.66((B))

s 74.90(®)

113. ) 94.7
111..%%% 96. 0@2%)
141861 (B))

86.19((13)
—HL _BN
shoa. )

109. g%:})

157..58 &) $130..45( (165)
114,50 (199)

MC exit--Increase

Fares initiall
for market share,

decline with three-way conpetition
then escal ate through 86.

€0

$hOL..85K ((65) BM ent ry- - Reducti on
119.93(6§) CO enters--Increase as al |
non-huibib ingy
Price drops with FL'a hast
stand.

BN entry--Reduction
Price escalates with four
competitors.

Accommodiait ion--Non—huiblkiitgg carrier’'s gone,
and all hub carriers show large fare
i ncrease.

DL ¢ RMW/RC entry, BN exit--Reduction
BN entry/DL exit--Little change
ML entry--Reduction

L 30 7 9¥8eq
Z°6-I11 319®L
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3rd

88
87
86

84
83
82

3xd

88
87
86
85
84
83
82

Dallas-Kangas City
Average
Facer o AAE
$112.4% $115.60((33)
115.24 119.80((2)
83.64 86.37((
76.19 69.941(44)
106.61 107.7%(@)
122.28 119.74((54)
75.38 75.94((33)
Rallag-Lag Vegas
Aver age
Bra o o Vg |
$§129.21 Sh43. .MGFZD
112.55 116..97(5%
113.52 134.7
117.49 132. 4%%)
118.62 118.42((3W)
154.56 163..63()
138.38 148..6%5(38)
Dallas-Loa Angeleg
Aver age
P ar Thi_~1
$188.685 $213..210((400)
156.22 165..18((A0)
150.85 167..69((ZN)
143.00 154..6%(%)
143.66 148.34 (371)
201.7% 223.74((37))
158.34 184.12((31)

Conpari son of

DL

$110. 36(@19)
117.58(

80.39((18)
74, &%
115.45((189)
124..35((2%)
68..73((®)

DL

$144..33((12)
126..62((134)
125.31 68)
123..34((00))
119. )
145..29((47)
129..37((30)

— BN

$152.40(23)
138.51((13)
143..34((1%)
127. )

129..3%((12)

214. ( )
130.

$106,35(359)
97.22¢25)
75.35¢21)

93.27(024)

_BN
$112..72(¢e9)

102..27((4)
110..55%(%)
108.82((39))
107..7%((230)

DL

$178..20((23)
158. 48((27)
154..64( (B))
146.24(7)
148..82((34)

Dalllas Markets
Average Pares with Entry/Exit Of
1982 - 1988

S 69.050233)

S

$103..85¢ 09)
85..42(I'})

—S5I

$129.42 (16)
129..86 (26)
137.94(39)
138.30 ?22)
154..97 (32)

Conpetitors

BMentry--Increase?

BN ent ry - - Decrease
Tl exit--1lncrease

S exit--lncrease
SI entry--Reduction

BN entry--Reduction
Fares escalate until

S exit-- Increase

Price escalates with sane fare carriers through

DL entry--Reduction
Sk entry--Increase until

BN enters.

AA/BN r eact

in B4.

€81

1947..

[ 30 ¢ o883
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3rd

3rd
88
87
86

85
84

83

Dallas-Miami

Average

) 2 V= T2=W AN
$134.28 $140..&5.029)
129.94 137. )
130.83 138. )
141.60 163..31((109)
145.60 143. 70 G
157.43 155,80 (65)
148.50 162..4% 029)
Dallas-Minneapolia
Average

P ar e NA_~1
§135.29 £1372..8300029)
162.92 177..6X ¢z4)
138.16 140.533 K1)
133.23 133, 250%9)
158.43 174..30(020)
151.52 158..2% G¥§)
120.23 155.23 026)
Dallas-Qxliando

Aver age

Par e -IAA_~1
$125.48 $138. )
133.96 130..%%)
117.39 133..00((129)
122.42 130. )
148.95 156..0
150.74 150.1%(34)
162.41 167.61@)

Comparison oOf

—DbL
$135.59(24)

.
160..
165. )

157..871038)
14027

NW

$132..33 GI9)
175.36 G1l)

12733 054)
162..34(89)

140..53 G14)
93. 0B(33)

SB% e
113..4%(E54)
e
Lae-Sva

—BN
$125.63 69)

190
heae

$138.37 (11)
132..80((65)

136..2% 22))

137..5% 6)
89..92((lig)

€06

$134..802 65)
125..%01111)

139. )
130. )

Dallas Barkets

Average Fares with Entry/Exit Of
1982 - 1988

PA

$1L1.0..76¢ 024)

106..27((7))

BN

$127.18(15)
111.90(13)

co
§137.09(11)

$113..0% GB3)

$119..0% (BD)
130.

(16d)
148. )
144. )
129. )

02

$155, .30¢ (1) )

—EA

$ 98.39((10)

Conpetitors

EA exit/PA entry--No change
Price decreases with four-carrier
conpetition for market share.

BN ent ry--Reduction _
Price escalates with same three conpetitors.

r8T

Reduction as AANwreact to BN's |ow fares. |
RC exiik/BN entky—Inceease as |arge increase
by hubbimgy carriers of f set BN's | ow fares.

€CO/02 exit-- Reduction as hubbimyg carriers
continue to conpete at CO induced fare |evel.
€0/02 entry--Increase as |arge increase by
hubbimg carriers offset €O's new | ower fares,
Fares escal ate with same competitors.

Decrease as BNenters Wth | ow fares.

I ncrease as DL retains dom nant share with
higher fare.

Reducti on as AAR/DL continue to conpet e at
CO induced fares.

Reduction as AA/DL react to CO

CO entry--Smal| decrease ashubcarriers
raise price.

Fron

1



3rd

88
87
86
85
84

82

Dallas-Philadelphia
Aver age

Ria o -IhA_~1
§177.31 $201. MUIEQ)
173.12 179.
179.63 189. (440)
‘199.02 168.54((29)
163.73 156..641401)
196.83 221.28(@))
195.08 196..52((7)
Dallas-Phoenix
Average

Roa o Vg |
8156.52 $169..9%
131.22 135. 56((4(1))
125.64 133. ::%
112.80 132.
117.44 113.
167.38 163. (519)
169.73 170.
Dallas-Pittsburgh
Average

P a r Ay
$136..4% $138..4%((465)
119.33 118.08(52)
134.94 129.-3%(46])
130.57 125.39((%2)
193.81 202..07((33)
198.46 204.70i{33)
195.40 193..30(&D0D

—RL

$193..13((19%)
173..44((07))
166..12((24)
152..05((1%)
165..97((1%)
168..85((3)
171..38((3)

DL

$171..47((15H)
141..3%((115H)
141..60((22)
118..50((%)
124.46((18)
161..63((2%)
199. 68((122)

—AL
8127.

(
114. 2% %»
129.50(
129. 23(
182..15i(2§§)
191.53((1%)
190.17((2%)

—AL

$156..52 ()
164.24(1))

__BN
$143.30(04)

—BN

$131..52 G6)
112 .171((253)
108..63(¢a)

R

€0

$ 91.9%64)

e

Dal | as Mankets
Conpariizon of Average Fares with Entry/Exit of Conpetitors

1982 - 1988

_ML
8164..57((23)
153..26((77)
137..53)

168.32 69)

Accommmodat i on
AL entry--Reduction

Price rises due to large increase by hub carriers.

ML entry--Reduction
BN entry--Reduction

Conti nuous increases through 88 with same 3 conpetitors.

BN entryA-Reduction

CO exit--lncrease
CO entry--Reduction

Pl exit--Reduction as AA/AL conpete for share.

Pl entry-- Reduction follow ng year.

L 30 ¢ °8eg
2°S-1II °1qel
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87

86
85

84

83
82

M ~1 = IM/0Z

Rallas St. L&flG
Average

P ar

$118.05 $125.2% G313)
122.61 133..%27%)
103.45 129..21((0d)
100.14 122.42 (1))
104..67 103..341381)
115.43 127.21 024)
107.19 118.04((32)
DRallas-Salt Lake City
Average

Par iy g |
$158.13 $162.57 (13)
163.86 178.7m€21)
139.56 131. )
141.02 122..@&)
169.26 165..42160a)
160.99 150..30( ¢€2)
116.11 109.2% 633)

$114..00 (22)

129..4% G55)

113..34( (I4)
117..24(184)
113,85 GD0)
114. 2% 658)
95.. 63((%)

DL
$L82..5 GH8)

179.77G54)
132.78())
121_3553,
170..6% (7))

164..00( (I63)

Dalllas Masvrkeks

Comparison of Average Fares with Entry/Exit of
1982 - 1988
€0 BN Sit
§ 95.06((1N) $1.36..@61 (09)
$ 95.62((2)
90. )
81.8%¢€))
86.55((1)
WA €0 UA
$129 @K 29) $126..224 (¥3)
116.91e83)
$154.. )
139..%&%)
170..6%(18%9)
160..92 55)
116..64(19)

102..%% (1))

Competitors

BN/CO entry,

Sl exit--Reduction

I ncrease as hubbiing carriers increase price

and gain market

shar e.

S entry--Reduction

$169.

9= 7

Reduction as AAreacts to
continued low fares of CO &k UA
entry.

WA/ FL exit, CO entry--Increase
as hubbiimgg carriers push fares
up despite COlow fare entry.

9 cd)
158..%&1)) Reduction as hub carriers react

to FL

162..64((4) FL ent fy- -Competitive reaction

not i nedi ate but fares drop
sharply later

Price escal ates as sanme three
carriers conpete.

L 30 9 98eq
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3rd

87
86

85

84
83
62

3kd

1
87
86
85
84
83
82

SOURCE: Qmi@in-Desttiinatiton S

Average
Roa o hi_~1
8167.85 $167..3%(32)
164.9%6 171.17((22)
146.4% 152.18((27)
150.%0 152.1%((38)
183.84 200.58(C39)
187.01 182.99((%4)
206.76 212,.59(663)
Dallas-Tampa
Average
Fare... DAAm
3113257'2 $141.83((300
- 143. )
129.02 131..%%)
134.36 130..98((23)
158.55 175.44((23)
160..30 158.52((30)
156.13 152..43((33)
Dallag-Washington
Average
P ar e .. g
$1772.35 §202..42((40)
145.82 152..0%%)
145.24 152..66((4m)
1324.05 136.552))
156.75 154.57(463)
16451 172, &l (Sili)
195.87 208..20 (1))

Conpari son of Average

Dl
$178.672((20D

182.04((23)
154.31((2%)

134.83(27)
198..63((1%)

186.22((33)
210.721(1%)

DL

$136. 17((46)
140..05&(%)
126.81((33)
126..53 038)
179,671? )
156.53((52)

155.16((2%))

DL

$178.37 (20)
145.5;;%(22%))
134..53((17)
139.61 ¢4)
16 1121 )
166..61((9)

Datta Bank IV, filléeead.

$153..96((12)

144..22((u7))
123.92((7)

€o

$129.40((1%)
135.63((9)

143..340)
129.32(38)

$123..6%(13R)
118.40((18)
128.472((2&)

129.78((38)
145.83((23)

[ AN S

Dallae Msrkets
Fareswith Entry/Exit
1982 - 1988

_€0
$157..08 (25
145..87(C2))

150..46((0%)
145..60((12)

FL

$129..49((10)
159,965 09)
141..00((12)

of Conpetitors

Accommmodati on as nofihub carriers raise
price.

FL exit--Increase

BN entry/CO exit-- Reduction due to FL |ast

gase - .

Reduction ashubcarriers react to CO FL
entry.

CO FL entry--Reduction

L81

Reduction as CO reduces price to gain share of market.
CO entry--Increase as hub carriers increase price.

CO exit-- Reduction as AAy/BL conpete for
CO entry--Reduction,

Pl

105..
suo..% é@i

140..272((21)
110..97(63)

$115..00((10)

CO's market share.

nostly delayed until 85.

Acconmmmodat i on
Pl exit--lncrease

BN entry--Reduction
DL/ML entry-Reduction

L 30 [ °8eq
T°S-1II °198]
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PART |V
REVENUE MANAGEMENT SYSTEMS

Increasingly in recent years, airlines have been devel oping and

usi ng highly sophisticated conputer progranms, known as revenue
managenent systens (RMB)),, to help manage their seat inventories.
Some have argued that these systens are anticonpetitive. A review
of these systenms and their operation, however, leads to the
opposite conclusion, i.e., revenue managenment systens are pre-
eofipetitive.. 1/

Revenue management systens aid in the nanagenent of two forces.
First, RMB [Imts the potential waste that arises because
passenger demand for seats is uncertain within a flight |eg.
Second, RMB increases the ability of airline nmanagenent to control
the true origin and destination conposition of passenge_rs_flowgg‘S
over a flight leg. Under changing demand and cost conditi ons,
real l ocates seats from/|ower valued uses to higher val ued uses.
Ihe rgaglt|ng revenue increases are nmeasures of the social gains
rom .

Wiile the industry uses a number of different approaches to seat
|nventor%_nanagenpnt with yaryln? degrees of sophistication, the
common objective is to mnimze the chance of under- or over-sale
of certain fare classes. This problemis particularly acute in
advance reservation industries [ike airlines because as a com
modity an enpty aircraft seat "perishes" once the aircraft takes
off. ~ Revenue management is nothing nore than a nethod ai ned at
limting this "spoilage" of unused seats. Mbreover, the theory of
RMS is continually evolving as the airline industry changes.

To date, studies of revenue management systens reveal that while
optinmal seat inventory levels exist in theory, in practice they
are difficult to inplement. Inplenentation difficulties are
related to the shift frompoint-to-point itineraries to hub-and-
spoke itineraries. Wth point-to-point, controlling seat
inventories by true origin and destination was effectively
sinmplified to controlling avajlabllltK by fare class since a
passenger's itinerary was tyﬁlcally the same as the flight IeP _
endpoints.  Wth hub-and-spoke, origin and destination control is
greatlx conplicated by the variety of Passenger itineraries wthin
a flight leg. Furthernore, the cost of inplementing certain
met hods of seat inventory control inhibits the ability to control
availability by true origin and destination. Therefore, different
parr|Frs have tried to use different methods to control seat

i nventories.

A/ The tindings and conclusions set out in this part are based
upon a separate analysis: Maymess, Stewart G. "A Conpetitive
Anal ysis of Air Carrier Revenue Management Systens", U. S
Department of Transportation, Washington, B.C., Decermber 198%.
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The argumemntt that revenue mmnagenent systens are proconpetitiive
centers on how they are used to nmnage uncertainty and alllocatte
seats to theiir highestt and best use. One study that conpared
manuall nethods of seat inventory controll to an automated RMBS found
that RMS produced flight revenues 6.1% higher than the nanuall
nethods. Moreowers;, flight leg load factors were 10.2% higherr, and
thetre was 12% nore passengenrs and 11.7% nore revenue passenger
milles than under nanuall netheds. Thus, average seat price tends
to decline with the adoptiiom of fevenue management systems. Two
studies of RMS contwroll technigues show that the savings from
improved automated nethods of inventory controll can be
substanttiizll .

Antiicompetiittive theowies of revenue managenent systens appear to
be without neritt.. RME is not a barrier to price generated entry
because the ready availlabillity of seat inventory fmnagenent
systens in the publlic domaim serves to reduce the uncettaintty, and
hence the risk, of new entry rather than to inctease it. Allso RMS
reduces a conpetiimgy carriier'’'s abiillity to detectt secret seat
avaiillabillity increases and thereby reduces the likellihoodi of tacit
cartell behaviior because one conpetiitor'’s seat availlabillity is
unknown to other carriers and is constantly chamgingg. Predatiiom
is an unlikelly by-producit of RME because such systens are designed
to mininize the large, loss-inducimg discownit salles that such a
tactic requimres. Nbtreowsr,, an antii—predaitiiom pollicy woulld be
virtuallly inpossiiblle to administerr undetr the condittioms off joint
supplly that prevaiill in the airlline industtmy. Finallly, RMB is
unlikelly to impose substantizll passenger seatrch costs relative to
the gains to be reallized from varying seatt availabiillity in the
face of uncertaiin denwmdi.

Thus,, on the basiis of availablle evidence revenue nmnagement nust
be viewed as a method off imgrovﬁng conpetiitiiom for a'number off
reasomss. First, although the ambunt of evidemee is limitted, that
whiich is availlablle indicates that markett performance undetr RME is
preferablle to nethods of manuall contrel. Secondi, the device off
fevenue nmnagenent is unllikely to aid a tacit cartell because
carriers differ in the type of RMS they use, and because RMS is
least likelly to be a factor precisely in those instances where
conmpetiition is weakest.
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